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FOREWORD 


Several months ago, the Spanish and French governments apparently 
achieved new harmony along their common Moroccan frontier after Franco had 
ordered that no further Arab nationalist activities embarrassing to the 
French would be permitted in Spanish Morocco. This act of friendship toward 
the French, who reciprocated by voting for Spanish membership in UNESCO, may 
have been at the expense of some goodwill of the Arab nations, whom Franco 
has cultivated assiduously since the war. Awaiting James C. Dunn, when he 
takes over his new post as U.S. Ambassador to Spain, is the delicate task of 
concluding year-old negotiations for an air-and-naval-bases pact. 


A disappointing feature of the Portuguese scene is a seemingly complete 
apathy on the part of its inhabitants for things political. A rather listless 
assembly goes through the motions of enacting required legislation, and 
individual members make preparations for July elections. Meanwhile, reports 
of social and economic planning continue to be about the only national topics 
of interest to the Portuguese press. 


President Ruiz Cortines' attemnt to fulfill his campaign promise to 
reduce living costs in Mexico is not yet having the desired effects. House- 
wives and merchants alike are complaining but for differing reasons. While 
no offending businessmen have been brought before the courts, the government 
has found it expedient to buy corn in an attempt to drive down the price of 
that staple. The heavy smuggling of dope across the Mexican border has 
become a matter of increasing concern for United States officials; the 
stifling of such operations is almost impossible, but Mexican border officials 
are lending cooperation. The rich shrimp beds in Campeche bay lure many 
American and Cuban fishermen. Often they pass the three-league limit into 
waters Mexico calls territorial as happened this month when they learned 
that most coast-guard vessels were in drydock. A sudden resumption of 
patrolling resulted in the internment of a large number of "poachers." 


Guatemalan President Arbenz is apparently determined to institute the 
agrarian reform program and will not brook much further delay. Congress 
unseated four Supreme Court justices who favored restraining seizures until 
affected landholders could have recourse to the lower courts. Chief loser 
will be the United Fruit Company, which has been informed that its Tiauisate 
holdings of more than a quarter million acres will be expropriated. Anti- 
Communist sentiment is subsiding in El Salvador, and the government is 
showing interest in plans to convert volcanic heat into electric power. In 
Honduras teachers failed to get higher pensions, while in Nicaragua Dictator 
Somoza uncovered another plot on his life José Figueres, former president of 
Costa Rica, again has the promise of opposition. Wavering candidate Castro 
Cervantes will be supported by a two-party coalition. Panama reports a 
welcome increase in government income. 


In a surprise move Fulgencio Batista has rescheduled Cuban presidential 
elections for June 1, 1954. The November elections will be held, as 
previously planned, to fill all other elective offices. Batista said the 
postponement was necessary to ensure an orderly election; opponents charge 
that the strong man is stalling for time to make his dictatorship more secure.’ 
President Paul Magloire set off the first blast that initiated actual con- 
Struction inHeiti's long-heralded end oft-reported Artibonite Valley project. 
Ambassador Trujillo, self-appointed head of the Dominican Republic's delega- 
tion to the United Nations, employs his cash and his corps. of public 
relations experts to make good impressions in New York and Washington. 
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Puerto Rico has failed to find a solution for its sugar-surplus problem for 
the simple reason U.S. and Cuban producers want no change in sugar quotas. 
Undeterred, Governor Munoz Marin is reported polishing up another plan and 
will soon appoint a committee to look for a long-range solution to this touchy 


problem. 


Underground resistence in Venezuela continues to be well organized. From 
Costa Rica comes the announcement that Eligio Anzola Anzola,an important 
member of outlawed Accién Democradtica, has been named to succeed Alberto 
Carnevali, captured last month by Pedro Estrada's secret police. German 
Sudrez Flamerich, former civilian associate of President Pérez Jiménez, has 
deemed it prudent to retire to Rome where he says he will remain until the 
present military regime is unseated. 


A Colombian constituent assembly will soon be asked to study and approve 
a new national charter that will assign more power to the chief executive and 
will provide for a semi-corporate senate. There was less violence than usual 
reported this month, with a government spokesman charging that some dissident 
Conservatives had joined Liberal rebels. Ecuador's President Velasco Ibarra 
continued his efforts to maintain a stable government. Amidst a frenzy of 
firing and rehiring came the Liberal Radical party's announcement that it was 
joining the opposition. The party ordered all its members holding government 
appointments to resign. 


As expected, February witnessed a number of unsuccessful plots against 
President Odrfia of Peru. Since February 22 is Haya de la Torre's birthday, 
Aprista activities are watched very closely and plots are uncovered allegedly 
to furnish pretexts for rounding up persons unfriendly to the government. 
Late in the month a cache of arms from Bolivia was discovered and led to the 
arrest of scores of persons. 


Bolivia's ruling party, the Movimiento Nacional Revolucionario, 
confronted with a serious split in its ranks, met in convention, consolidated, 
and confirmed President Paz Estenssoro as its undisputed leader. As a further 
result of the meeting, the workers' revolutionary militia, which now dominates 
Bolivia and supports the M.N.R., is to be reorganized and officered by M.N.R. 
party members. Political indoctrination of the new National Revolutionary 
Army is also to be handled by the party's military department. Little or 
nothing was accomplished in the way of solving the difficulties of tin. The 
present government of Bolivia has been compared to Frankenstein. Its monster 
nationalization may yet destroy it. 


President Perén's visit to Chile resulted in some mutually advantageous 
commercial agreements. Not anticipated was the extraordinarly cool reception 
accorded the head of the Argentine state, who had allegedly spent a few million 
pesos to create popular enthusiasm. Perhaps his injudicious remark that he 
favored the political union of Chile and Argentina did more than anything else 
to chill the atmosphere. Even the trade treaty was denounced by some who 
feared it might lead to Argentine domination. 


Peron's February visit was his first outside Argentina since he became 
chief of state. It was apparently to be the first of a number of trips that 
would eventually end in an Argentine-led confederation of South America - a 
group that could bargain on even terms with the United States. Although Per6én 
got far less than he wanted, he made a beginning. A customs union is to be set 
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up gradually, and Peru and Bolivia may eventually be asked to join. In 
contrast with efforts to establish closer ties with Chile, Argentina is 
exerting considerable pressure to embarrass Uruguay, which is a haven for 
harried Argentines who have incurred the displeasure of their government. 
Travel and trade restrictions imposed by Argentina on the flimsiest of 
pretexts remain in force. Impelled by the possibility of fines, most of the 
registered voters of Paraguay cast their votes for the only presidential 
candidate, incumbent and aging Federico Chaves. 


The $300-million loan granted by the Export-Import Bank to Brazil to aid 
it to pay its dollar indebtedness, was greeted warmly by American exporters, 
who are destined to receive most of the money. The publicity attending the 
negotiations seems to be responsible for increasing pro-American sentiment. 
Brazil's Northeast, a region notorious for its dry spells appears about to 
enter its fourth year of continuous drought. If plentiful rain does not fall 
by mid-March, famine will continue, leaving thousands with no hope for the 
coming year. The outside world, slow to take notice of this long-time 
disaster area, is making an effort to send some badly needed aid. 


Richard B. Phillips 
Assistant Editor 


THE IBERIAN PENINSULA 
SPAIN 


Foremost in the news this month is the confirmation of Spain's new 
friendly relations with France concerning the Moroccan territories. 
Lieutenant General Rafael Garcia Valino, High Commissioner for Spanish 
Morocco, conveyed to Lieutenant General Auguste Guillaume, Resident General of 
French Morocco, Franco's pledge that "no nationalist plots against French rule 
would be hatched in Spanish Morocco." Since World War II, one of the aims of 
the Spanish foreign policy has been to cultivate.. the friendship of the Arab 
nations and Madrid has shown repeatedly its sympathy for the nationalist 
aspirations of Moslem populations under French rule. This policy has caused 
considerable friction between the French and Spanish governments in the past. 
However, relations with the French have become less strained since Spanish 
Magazines published statements of French officials who believed Spain was a 
vital part of the western defense system and should be included in it. Later, 
the French Assembly voted its approval on Spain's admittance to the United 
Nations Educational, Scientific and Cultural Organization. 


Emphasizing the new accord is the publicity now given to the Moulouya 
River irrigation project, long worked on quietly. The Moulouya River, part of 
which marks the Spanish and French Morocco frontier, will be converted from a 
mere dividing line to an extensive irrigation and power project which will 
benefit Moroccans on both sides of the river. The nucleus of the project is 
centered on dams at Mechra Homadi and Mechra Kelila. It is estimated that 
when the project is completed 70,000 hectares of desert land will be opened to 
irrigation and to settlement for at least 30,000 Moslem families on the 
Spanish side. Melilla will also benefit from additional electric power. 
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The Gibraltar question is again brought into focus as a result of the 
strike of more than 600 Spanish workers employed in tunnel excavations and 
airfield construction on the Rock. Although strikes are forbidden in Spain, 
the Franco government has given full moral support to the movement. It is 
contended that Spanish workers are being exploited and discriminated against 
compared with the British and Gibraltar-born workers who get better pay and 
more social benefits. The Spaniards working in underground excavations are 
not provided with protective masks and clothing as are British and Gibraltar- 
born laborers. Many Spaniards employed there receive no overtime pay, and 
often are forced to work extra hours. They finally abandoned their jobs when 
the management offered them an increase equivalent to 1 1/3¢ an hour instead 
of the 7¢ they had demanded. Spanish sources suggest the setting up of an 
industrial zone near Gibraltar to employ the striking Spanish workers until 
better terms are offered them. Spanish Foreign Minister Artajo has stated 
that there is no solution for the problem save to restore Gibraltar to Spain. 


Active negotiating on the terms of the bilateral military and economic 
agreements between Spain and the United States will be resumed in the latter 
part of March when the new ambassador to Spain, James C. Dunn, takes over his 
post. Since negotiations for the the pact started in April 1952, Spain has 
presumably demanded more than the Truman administration was prepared to give. 
Spain has been especially insistent on three points: 1) full status in the 
anti-communist pact of the Mutual Security Agency Agreement, 2) a greater 
volume of military equipment to supply and train its armed forces, and 3) a 
formula within the M.S.A. agreement to insure a strengthening of the nation's 
general economy. Otherwise, it is felt that the country's economic 
stability might be endangered. Spanish officials are hopeful that President 
Eisenhower will attach greater importance than did his Whitehouse predecessor 
to the role that Spain must play in the defense of Western Europe. 


Spain's admittance into the UNESCO became formal when its Ambassador in 
London, Primo de Rivera, presented the acceptance papers to the foreign office. 
Spain had been voted into UNESCO on November 17, 1952. 


Spain and Nationalist China signed a treaty of friendship in Madrid late 
in February. The treaty provides for the negotiation of agreements on 
extradition, commerce, navigation, consular rights and cultural relations. The 
pact is the first between the two countries since diplomatic relations were 
broken off 16 years ago. Another demonstration of friendly relations is the 
warm reception given to Spain's Foreign Minister, Alberto Martin Artajo in 
Manila. He is the first high-ranking Spanish official to set foot on 
Philippine soil since Spain lost the islands in 1896. . 


Spanish agriculture is suffering from low prices, reportedly quite out of 
line with retail rates and also from irregular crop rotations due to short- 
term demands. Considerable increases in area devoted to wheat growing and rice 
planting are evident, however. A shortage of equipment is hindering efforts 
to extend contour farming and irrigation. A shortage of equipment also has 
been retarding such reforestation projects as that of cork oak, an important 
export commodity. 


There is a strong revival of interest in drilling for oil and natural gas. 
The Delta Drilling Company of Texas has been authorized by the Spanish 
government to start drilling early next month in an area 32 miles long and six 
miles wide in the province of Navarre. United States geologists have been 
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working in that region for nearly three months. If oil is found, the 
National Institute of Industry, the Spanish government holding company, will 
retain control of production, prices and distribution of the oil. The United 
States companies will receive a minority share in production. U.S. oil 
interests are supplying technical know-how and are defraying all dollar 
expenses. The National Institute of Industry is paying all peseta costs and 
making available the necessary government facilities for the venture. At the 
present time, Spain imports all its petroleum, and is therefore extremely 
interested in the enterprise. It has granted top priority to concessions and 
import permits in order to complete the project in the shortest possible time. 
An Italian group of investigators is studying the exploitation of natural gas 
in the Llobregat region near Barcelona. Coal production is increasing, 
mainly due to the amalgamation of numerous smaller mines. 


The plan of Minister of Communicatiors Guadalhorce for the rehabilitation 
of the RENFE (Spanish Railway System), which was approved in 1949, will soon 
go into effect. The original estimate of 5 billion pesetas for the project 
has been increased by 900 million. The new railway extension between 
Palanquinos and Leén in the north was recently inaugurated py Vallellano, the 
Minister of Public Works. Part of the $88 million earmarked for general 
economic assistance in the treaty between Madrid and Washington is to be spent 
on bettering the dilapidated Spanish railway system. Part will also be 
allotted for undertaking considerable improvements in the scanty and 
rudimentary network of roads in southern Spain. 


The secondary educational system is being drastically revised in order 
to introduce new and modern methods in the present outdated program. Some of 
the major changes are a new emphasis on physical education, by including a 
sports program which until now has been almost completely lacking; examina- 
tions by government panels of all children in Catholic or any other private 
schools; and the segregation of boys and girls in high school - at present 
they are segregated only in elementary schools. The Catholic Church won a 
major victory in that under by the new law government inspectors are not 
permitted to visit their schools. All inspectors will be chosen by the church 
and approved by the Minister of Uducation. 


In a public address late in February Stanton Griffis, former U.S. 
Ambassador to Spain, advocated that the United States, for its own protection, 
should assist that country in strengthening its military defense against 
Russia. He defended the administration of Generalissimo Franco as “beneficial 
to his country, and his country alone." He also stated that "our policy 
toward Spain has been one of disregard for its military value and the value of 
Franco as the one implacable leader against Communism." 


PORTUGAL 


February passed quietly in Portugal. Political news was typically scarce, 
although campaigning was begun for the National Assembly elections which will 
be held in July. A new Overseas Organic Law was passed by the National 
Assembly late in the month. Although accompanied by considerable debate, in 
which delegates from Angola, Mocambique, and India participated, it appeared 
unlikely that the new measure would greatly alter Portugal's present 
administration of its overseas territories. On February 28, the Portuguese 
Foreign Ministry announced that President Craveiro Lopes would make a state 
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visit to Spain in May. His trip will be made at the invitation of Generalis- 
simo Francisco Franco, and will be the first visit of a Portuguese chief of 
state to Spain in 25 years. At month's end preparations were being made for 
the observance on April 27 of another chronological landmark: the 25th 
anniversary of the Salazar regime. 


Minor gains were reported on the economic and social fronts. A plan for 
rapid electrification of southern Alentejo and the Algarve was announced by 
the government. Many towns and villeges in this extreme southern portion of 
the country are without electricity, since Portugal's major hydroelectric 
projects are located north of the Tagus River. Other towns in Baixo Alentejo 
and the Algarve receive power from small thermal stations which are of 
irregular and uneconomic service. Under the new plan, power will be obtained 
through the extension of high tension wires and the construction of 
hydroelectric substations. The Hispano-Portuguese commission for hydro- 
electric development of the Douro River met from February 14-24. The Douro 
Basin possesses one of the largest reserves of energy in the Iberian 
Peninsula, and its development is being jointly mapped by the Spanish and 
Portuguese governments. 


Enrollment of illiterates in the country's new adult education centers 
was reported to be encouraging. Portugal's new laws make attendance at such 
centers compulsory for all illiterates under the age of 35, while additional 
legislation seeks to encourage older illiterates to attend special classes. 
After 1953, men will not be discharged from the army unless they have passed 
standard literacy tests, while government propaganda strongly urges ail 
illiterates to remedy their "shameful" condition with a minimum of delay. 


Maneuvers involving the use of American tanks were held by the army 
during February. It was announced that continental Portugal, Madeira, and 
the Azores will be visited during March by fleet units of various NATO powers. 


A new trial was ordered by the Supreme Military Tribunal for four army 
officers and four civilians accused of plotting against the government. On 
December 17, a military court sentenced two of the officers to from two to 
four years in prison, although it acquitted the others. The Supreme Military 
Tribunal ordered a retrial on the basis of "errors" that occurred in the 
original trial. 


Early in February, it was announced that Portugal hopes for a substantial 
increase in exports of port and madeira wine to the United States. American 
buying of Portuguese wines has been steadily incressing for years; it averaged 
87,000 gallons a year before 1939, but has now reached almost three million 
gallons a year. Portuguese aspirations are centered on securing a commercial 
agreement between the two nations to allow even larger quantities of wine from 
Madeira and northern Portugal to find their way into the American market. 


Fifty-two delegates from 21 nations were represented at the sixth 
International Hybrid Corn Conference which was held in Lisbon during February. 


Work will soon start at Cabo Ruivo on docks and other facilities destined 
for the handling of petroleum products. The new facilities will be built as a 
part of the Six-Year Plan's refining projects. 


At month's end, Portugal's cod-fishing fleet was making preparations for 
its annual journey to the banks of Greenland and Labrador. The first echelor. 
of Lusitania's fleet will be comprised of 22 large trawlers manned by 1,700 
men. Many of the trawlers are ultra-modern in type, and 1953 will be the 
first year that Portugal has made extensive use of them on the North 


American banks. 


Trouble was reported during February from the equatorial island of 
Sao Tomé. A band of armed natives attacked a military patrol, killing one 
Portuguese officer and an Angolan corporal before they were driven off. The 
incident was the first of its kind to be announced in many years from 
Portuguese Africa, and highlighted the fact that Portugal has been somewhat 
fortunate among colonial powers in avoiding native insurrections during the 


past 25 years. 


The South African coastal city of Port Elizabeth will shortly erect a 
monument to the Portuguese navigators who, almost 500 years ago, first 
penetrated its coastal waters. The act is symbolic of the growing entente 
between the Union of South Africa and adjacent lands of Portuguese Africa. 
Apparently a growing feeling of friendship is being fostered by opposition to 
Communism and fear of nativist movements. 


A large group of black, white, and brown youths disembarked at Lisbon's 
Terreiro do Pago early in February. They were members of the Mocidade 
Portuguesa of Angola, making a state-sponsored visit to the Lusitanian 


"motherland." 


MEXICO 


During February, the Mexican government was plagued by a rash of U.S. an 
Cuban shrimp boats allegedly operating within its territorial waters in the 
Gulf of Mexico. Little action was taken against these "pirates" during the 
first two weeks of the month since the majority of the government patrol 
boats were in dry dock, undergoing repairs or awaiting replacement parts from 
the U.S. Although international custom generally fixes territorial waters as 
those within three miles of the shore line, Mexico, since 1935, has claimed 
Jurisdiction as far out as nine nautical miles, basing its action on the 
grounds that many other nations have done likewise. As a result of the 
vociferous protests by the Mexican fishing industry, several American and 
Cuban vessels were seized and interned in Mexican ports during the latter two 
weeks of February. Their crews were held on charges of fishing illegally in 
Mexican waters. By the end of the month, operations were stepped up to the 
point where the Mexican Air Force was using some of its planes to act as 
"spotters" for the coast guard cutters, resulting in the seizure off the 
Yucatan coast of some 25 vessels, most of them out of U.S. ports. The U.S. 
Embassy considered the seizures sufficiently serious to warrant consultations 
with the Mexican Foreign Office. 


In another maritime incident, the government confiscated the cargo of a 
Honduran vessel being unloaded in the port of Campeche. The cargo, consisting 
of 300 tons of mahogany and other lumber, was seized on the grounds that 
customs duties had been paid on only 157 tons. 


An increase in the smuggling of narcotics from Mexico to the U.S. is 
causing more and more concern among border officials of both countries. Large 
quantities of Marijuana and opium are grown illegally in Mexico, principally 
in the rugged desert states of the northwest - Sinaloa, Durango, Sonora, and 
Chihuahua - and since these cultivated fields are hard to detect due to the 
isolation of the area, the law enforcement officers must rely almost completely 
on informers in order to make seizures and arrests. Consequently, it is 
estimated that only 5% of the total smuggled across the border is ever 
intercepted. The extensive smuggling activities developed as a result of a 
steady demand for the drugs in the U.S., where they are processed and sold at 
a price averaging 100 times higher than that paid for the crude product in 
Mexico. Mexicans use marijuana widely, but do not use opium or its deriva- 
tives, which are produced for "export" in quantities as large as the market 


will absorb. 


Two foreign ex-presidents now in exile in Mexico were warned that further 
political asylum would be denied them unless they discontinued political 
activities related to their respective countries. Rdémulo Gallegos, former 
president of Venezuela, and ex-secretary of the interior, Andrés Eloy Blanco, 
were allegedly plotting revolution in Venezuela. Carlos Prios Socarras, 
deposed from the presidency of Cuba last year by General Fulgencio Batista, 
was suspected of similar tactics. 


The campaign promise of President Adolfo Ruiz Cortines to lower the cost 
of living is causing some dissatisfaction among the retailers and housewives 
in Mexico. Although the president's first official act was to issue a decree 
regulating consumer prices, forbidding hoarding and speculation, and providing 
for penalties against offenders, the results expected from this decree have 
been quite discouraging. The housewives claim that the idea is fine but that 
it is just not working, while merchants and wholesalers allege that they have 
to sell their stocks at prices lower than they paid for them. To date, the 
government has seized about 1,000 tons of stored corn, selling it at prices in 
line with the new cost-of-living decree, although as yet no offenders have 


been punished. 


A federal judge ruled in Mexico City that Chinese General P.T. Mao should 
not be extradited to Formosa for allegedly embezzling over $5 million of the 
money entrusted to him for military purchases in the U.S. The ruling of the 
Judge will be sent to President Cortines, who will make the final decision. 
The general now faces charges of illegal entry into Mexico in 1951. Dissatis- 
faction with the verdict was voiced by former-president Emilio Portes Gil, who 
Claimed that refusal to allow the extradition would make Mexico a haven for 
undesirable aliens. Portes Gil has been serving as a legal adviser to the 
Nationalist China Embassy in Mexico City. 


President Eisenhower has named Francis White as the new U.S. Ambassador 
to Mexico. White, a former assistant secretary of state, and a career diplomat, 
has had extensive experience in Latin American affairs. His predecessor, 
William O'Dwyer, intends to live in Mexico and has show an inclination to 
become a citizen of that country. At present he is serving as a consultant to 
a Mexican law firm. 


Manuel Tello has been named new ambassador to the U.S., succeeding Rafael 
de la Colina, who has been in Washington in that capacity for the past three 
vears. Tello has had extensive diplomatic and government experience, having 


-9 - 


been secretary of foreign affairs in the Aleman cabinet, a delegate to the 
League of Nations, secretary of the embassy in Paris, and head of the Mexican 


diplomatic service. 


With the aid of foreign capital, Mexico will develop its principal 
Pacific coast ports and increase its trade with the Far East and Canada. The 
Kawasaki concern of Japan, reported as the most important heavy-industry 
company in the Far East, will install large salt-refining works at Salina 
Cruz. The same company will also finance several plants, equipped to build 
railroad cars, diesel motors and locomotives, as well as a new dry dock 
capable of building and repairing ships up to 3,000 tons burden. Over 100 
million pesos will be invested in the new projects. Japanese techniques and 
machinery will be used, but the plants will be operated by Mexicans. 


Canada also has offered to join with Mexican capital in a program of 
dredging and re-equipping the ports of Mazatlan, Manzanillo, Acapulco, and 
Salina Cruz, making possible the exportation of iron ore from Michoacan, 
manganese from Jalisco, and coal from Oaxaca and Guerrero. Elevators will be 
built in these ports for the storing of Canadian wheat and other imported 
cereal crops. The termination of the part-dredging program will permit large 


ships to dock in the above ports. 


The food shortage is still a major problem of the present administration. 
Mexico is not producing enough food for its rapidly growing population 
(H.A.R., V: 4) and both government leaders and independent groups have called 
for immediate measures to resolve the problem. The government has declared 
that it will grant credits to farmers and will also release some private bank 
deposits which had been frozen to curb inflation. In addition, a program has 
been initiated to provide for a more advantageous distribution of basic food 
crops. In many regions corn and beans will be substituted for other cereal 
crops and cotton, which provide a higher standard of nutrition ard a greater 
cash return respectively, but are not considered essential to national require- 
ments. The Mexican government is expected to import about 450,000 tons of 
wheat this year, an amount equal to half of the national consumption. 


Dissatisfaction with the ejidos (collective farms) seems to be increasing. 
The technical council of the National Farm Confederation, after preparing a 
survey of Mexican agricultural conditions for the president, has declared that 
the agrarian reform, long hailed as the answer to Mexico's agricultural 
problems, must be reorganized and the farmer given more credit and a larger 
interest in his land. 


The secretary of economy has turned down the request of the cattlemen of 
northern Mexico to increase the quota of cattle exported to the U.S. during 
the first quarter of this year. In denying an increase over the present 
400,000 head now permitted to be exported, the secretary promised to consider 
the possibilities of an increase for the next quarter. His refusal was based 
On the necessity of having ample reserves for home consumption. 


Multimillionaire William Jenkins, who controls several film producing 
companies and is reported to have interests in two-thirds of Mexico's 500 
movie houses, has been the object of strong newspaper attacks recently. He and 
eight other Hollywood producers have been accused of using monopolistic powers 
to crush Mexican independent film producers and theater owners. After a group 
of independents registered their complaints with President Ruiz Cortines, the 
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latter issued a statement declaring that only government action will keep the 
national movie industry out of foreign hands. Meanwhile, Mexican actress 
Rosaura Revueltos is being held by U.S. immigration authorities for illegally 
entering the U.S. in order to star in a picture claimed by U.S. Congressmen 
to be a Communist propaganda film. The picture is being produced in 

New Mexico by the International Union of Mine, Mill and Smelter Workers, an 
organization accused of having leftist tendencies. 


Diego Rivera, the foremost contemporary artist of Mexico, is once again 
the object of protests from outraged Catholics. Rivera's latest work, a 
gigantic mural of more than 500 square feet in area located on the fagade of 
the Insurgentes Theater in Mexico City, has been declared a deliberate insult 
to the Church and the Mexican people. The artist has depicted Mario Moreno 
(Cantinflas), Mexico's leading comedian, as Juan Diego, a humble Indian who 
in the 16th century reportedly saw visions of the Virgin of Guadalupe. Only 
after violent protests and a threat to boycott the theater by various 
political parties and numerous independent organizations, did Rivera consent 
to remove the cloak that is traditionally associated with Juan Diego but 
which was painted on Mario Moreno in the mural. 


Catholic leaders believe that the Insurgentes mural painted by Rivera is 
part of a new anti-church drive instigated by Communist leaders. They claim 
that evidence of such a drive is found in a history text recently approved 
for fifth- and sixth-grade students. It is asserted that the text calls the 
Catholic Church an instrument of moral serfdom and predicts the early death 
of western civilization. The Mexican Nationalist party supported these 
charges by claiming that the Ministry of Education is filled with employees 
who are Communist sympathizers attempting to convert the public schools into 
centers of Marxist propaganda. 


One of the worst accidents in the history of Mexican transportation 
occurred this month when two trolley cars carrying over two hundred persons 
collided head-on in a surburban district of Mexico City. As many as 90 
persons were reported killed or burned to death. 


The epidemic of grippe that reached alarming proportions last month in 
many Of Mexico's principal cities is reported by the Department of 
Coordinated Health Services to be under control. The incidence of the 
disease has decreased due to greater distribution of drugs by the National 
Social Security Organization, and by public health instruction. 


CENTRAL AMERICA AND PANAMA 
GUATEMALA 


Tension which has been building up for many months between the government- 
Supported Communist groups and the anti-Communist forces finally broke into 
open violence on February 9 as a direct result of the government's handling 
of land reforms. The crowning blow was the action of congress in unseating 
four Supreme Court justices after the latter handed down a decision 
temporarily restraining the government from carrying out the agrarian reform 
law until a study of its operation could be made. The justices were removed 
from office by a vote of 41 to 9 in a special session of congress which ruled 
that the Supreme Court could not grant injunctions interfering with the 


Administration's agrarian reform law. The outbreak which followed the 
congressional decision involved approximately 2,000 Communists and 5,000 
anti-Communists. The latter, defying threats by pro-government labor 
organizations, had assembled in front of the national palace to burn a copy 
of the constitution eas a protest against the dismissal of the judges. The 
intervention of the Communists led to a riot in which one person was killed 
and several others wounded before the police could disperse the crowd. More 
detailed reports from Guatemala on the circumstances of the dismissal of the 
judges indicate that the Supreme Court had ordered a stay of expropriation on 
the grounds that the act denied landowrers an appeal to the lower courts. 
The Supreme Court had apparently proposed to give these courts time to study 


the situation. 


The government has declared that it would take "measures" against 
foreign correspondents and local newspapermen who, in the government's opinion 
opinion, reported falsely on the situation in Guatemala. A clash between the 
government and the press has been builcing up for many months, and came to a 
head when some reporters allegedly sent false reports abroad concerning the 


recent riots in Guatemala City. 


The United Fruit Company, upon being informed by the Agricultural 
Department that 225,000 acres of its Pacific coast holdings would be 
expropriated, avpealed the order to President Arbenz. The Company's case 
was that while only 25,000 acres on the Pacific coast were planed in bananas, 
altogether 80% of its total holdings was in use and therefore outside the 
provisions of the law. In spite of the United Fruit Company's efforts to 
save its land, President Arbenz rejected the appeal. This means that all but 
45,000 acres cultivated in bananas will be affected by the agrarian law, 
including company land used for pastures and reforestation. 


For the first time in its history Guatemala will export rice. The 
minister of economy has announced that two million pounds will be shipped 
abroad this year, a large amount of it going to Japan. 


EL SALVADOR 


The Salvadorean foreign minister has stated that at the Panama City 
meeting of the Central American and Grancolombian Foreign Ministers next 
summer (H.A.R., V: 1) El Salvador will present a proposal for the creation of 


an Inter-American Court of Justice. The proposal will also be presented at 
the conference of American ministers to be held in Caracas, Venezuele, late 


in 1953. 


The Salvadorean press has reported that 14 persons among those seized 
last October as alleged participar.ts in a Communist plot against the govern- 
ment (H.A.R., V: 9) were freed. It is said that of the 1,200 arrested at 
the time of the conspiracy almost all have been set free or exiled. 


The government has announced that preliminary investigationsof the 
possible commercial use of local volcanic sources for power have resulted in 
a favorable opinion by two Italian technicians hired by the government. The 
specialists recommended trial perforaticns to determine the best utilization 
of this source of power. The plan is thought to be a possible solution to the 
rower shortage of El Salvador. A plant in Florence, Italy, similar to the one 
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proposed for El Salvador, produces annually more than 150,000 kilowatts, or 
double the production of the expensive Lempa River hydroelectric project. 


In an effort to attract more tourists to the country, the ministries of 
economics and finance have sent to the National Assembly a bill proposing to 
speed construction of new luxury hotels. Under the proposed measure hotels 
built within ten years after the measure has been passed may import con- 
struction materials and hotel equipment free of duty, and will also be 
exempt from all taxes for five years. 


HONDURAS 


A move to obtain a 40% raise in teachers' pensions was defeated in the 
House on February 3, 1953. In contrast, salaries of high government 
officials have been raised by as much as 50% under the new budget. 


Gabriel Mejia of the department of internal revenues, and Arturo Medrano 
of the Central Bank of Honduras have been appointed Honduran delegates to the 
third Economic and Social meeting held in Caracas, Venezuela, this month. 


NICARAGUA 


The Managua press reported the discovery of a plot to overthrow 
President Somoza. The revolt was to have been headed by Colonel Carlos 
Monterrey, former air force chief and present northern region commander. The 
press announcement said that Colonel Monterrey had been imprisoned and that a 
courtemartial had been appointed to investigate the plot. 


A series of strong earth tremors in the region of Somoto, destroyed 
several houses and damaged the international highway going north to Honduras. 
There was no loss of life. 


Managua butchers have requested authorization to export meat to Cuba to 
compensate for local restrictions on meat price increases. 


A granary, an electric power plant, and an elaborate officers club have 
been formally opened by President Somoza at ceremonies marking his 57th 
birthday. 


COSTA RICA 


The members of the National Union and Democratic parties have selected 
Fernando Castro Cervantes as presidential candidate for the two-party 
coalition in the election to be held this month. Castro Cervantes will 
oppose José Figueres, candidate of the National Liberation party. The 
Supreme Electoral Tribunal has replied to a petition requesting that the 
Independent Progressive party be eliminated from participation in the 
forthcoming elections because of Communist affiliations. The tribunal held 
that the statutes of the party did not contain unconstitutional provisions 
but the fact that a certain percentage of the party belonged to outlawed 
organizations was sufficient grounds to consider it dangerous for the 
democratic regime. 
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Observers in Costa Rica believe that the country is in danger of having 
a serious religious conflict. The Catholics have begun an intensive campaign 
in opposition to the request by a Protestant sect for authorization to 
establish a college giving bachelor degrees. It is expected that a decision 
on the matter will be forthcoming in the near future. 


Costa Rica is expected to gain practical benefits from the visit of a 
delegation of the Colombian Coffee Federation. The republic's richest coffee 
region has been suffering since last year from the effects of a coffee 
disease, and as a consequence the 1953 production has dropped to less than 
one fifth that of 1952. The agronomist heading the Colombian mission, after 
studying the situation, recommended the use of a chemical which has been 
employed with great success in Colombia. ' 


The government has announced a record corn crop of two million quintals 
for this year, more than half of which is available for export. The majority 
of the export portion will go to West Germany. 


PANAMA 


President Remén has declared that the police are seeking three 
Panamanians suspected of introducing Communist propaganda films into Panama. 
Official reports indicate that the three had recently made a trip behind the 
Iron Curtain, and had attended the peace congress in Peking. The police have 
established the fact that they belong to a university movement in Panama 
which is considered pro-Communist. 


The government has announced that the continuing rise of revenues has 
enabled the payment of some $9 million for outstanding bills and wages for 
government workers. 


CARIBBEAN REPUBLICS AND PUERTO RICO 
CUBA 


The outstanding development of the month came when the government 
announced the postponement of the national elections until June 1, 1954. The 
elections, previously scheduled for this November, were to be for all 
officials including the president; now they will be held just for senators, 
representatives, governors, and local officials. The new congress will set 
the date for the presidential election and restore the Constitution of 1940. 
In explaining the surprise act, the government blamed. "conspiratorial 
activities from abroad or within the country" for disturbing the internal 
peace and thus preventing free and orderly election campaigns. The diverse 
factions of the opposition joined in denouncing the postponement and 
proclaimed that Batista seeks only to perpetuate himself in power. 


In another unexpected move, Batista said that he would allow former 
President Prfo Socarrds to return to Cuba unmolested and without fear of 
reprisals whenever he wishes. Replying from Mexico where he was recently 
accused by local authorities of plotting, Prio Socarras stated that he would 
not return to Cuba while Batista remains in power. He added that he prefers 
to live in free countries, like Mexico, where one can go wherever he pleases , 
without being watched. 


Cuba observed an uneasy peace this month. No major demonstrations 
against the government took place in spite of the fact that a student wounded 
in the disorders last January 15 died in a Havana hospital (H.A.R., VI: 1). 
After a three-day suspension of classes for the burial, activities were 
resumed at the university. Only a shooting, an assault on two foreign 
newspapermen, and the explosion of a small bomb in the home of a minor 
government official disturbed the general quiet in the country. 


The government has begun an economy program in an attempt to balance its 
budget; several hundred employees have been dismissed from government depart- 
ments. Since the size of the current sugar crop has been limited to five 
million long tons, the principal source of government revenue has been 
reduced. The mild business recession has also lowered the income from 
customs duties and other business taxes. This month the government raised 
the tax on all foreigners entering the country; the maximum tax on foreigners 
in high income brackets was lifted from $15 to $200. 


In a long-overdue reform move Batista ordered a 20% reduction in wages 
for the henequen workers. A drop in the price on the world market coupled 
with continuing high labor costs had caused a virtual shutdown in the 
industry. Eusebio Mujal, secretary general of the Confederacién de _~ 
Trabajadores de Cuba (C.T.C.), said that the workers will probably accept the 
wage reduction and return to work on the henequen plantations. 


After a two-month suspension, the air service between Cuba and Spain was 
restored on February 24. Service had been interrupted after the crash of a 
Cuban airliner off Bermuda last December (H.A.R., V: 12). 


HAITI 


According to the resident representative for the technical commission of 
the United Nations in Haiti, the development programs undertaken by the 
government with U.N. and Point Four aid are expected to increase the country's 
wealth twenty to twenty-five times. Cooperation between members of the 
different agencies is reported to be excellent, since their main objective is 
that of making their presence unnecessary and letting Haitians take over as 
rapidly as possible. The campaign against yaws, a prime scourge of the 
population, is enabling thousands of sufferers to be employed again, at a per 
capita cost of only fifteen cents. 


More immediate advantages are seen in the beginning of actual construc- 
tion work on the Artibonite Valley project. As soon as 50,223 tons of cement, 
6,474 tons of steel, 1,800 tons of machinery, and 550,000 board feet of lumber 
are unloaded, the labor payroll and commercial activities attendant upon 
construction will boost the national income and economic activity considerably 
Long-term assets to the Republic of Haiti will be the drainage, flood control 
and irrigation of some 77,000 acres of land at present not suitable for 
agriculture and the construction of a dam and a hydroelectric plant at or 
near Peligre. Roads have to be built for the transportation of supplies from 
the harbor of Cap-Haitien to the Central Plateau, so that the single term 
‘Artibonite Valley Project" includes a growing network of activities. Local 
distrust and suspicion of the project have to be overcome by visible results 
in income to persons settling within the area; yet the full benefits of the 
project will be realized only after nine years of operation. The first blast 


of dynamite, detonated by President Magloire, is a sign, at least, that the 
long-expected beginning has been made. 


Other activities of the President during the past months were 
inaugurating a new dam on the Camp-Perrin River, near Aux Cayes, and giving 
the signal for the new sugar grinding season at the new mill "Central 
Dessalines" in the same vicinity. This mill is said to have a capacity of 
1,500 tons per day, and is financed partly by the government and partly by 
Cuban sugar interests. 


With these new activities, the mood of depression noted during the 
preceding month has given way to one of optimism (H.A.R., VI: 1). A record 
pudget of 138,909,433 gourdes or $27,781,886 was passed; though smaller than 
the preliminary budget projected at $28,605,600 it represents nevertheless a 
significant increase over the previous fiscal year with its budget of 
$24,895,816. In the analysis of appropriations, foreign relations, once a 
major item of government expenditure, has descended to eighth place, follow- 
ing amounts for the department of the interior, economic development, 
education, public health, international institutions, finances, public works, 
and the public debt. 


During the coming year, Haiti expects to purchase 50 cars, 600 trucks, 
and ten or more new buses. Replacement parts and garage equipment will also 
be in demand, and there is a growing market for motorcycles. While U.S.- 
manufactured vehicles are admired for speed and durability, none but the army 
can afford them; for private purposes, European cars and motorcycles are 
preferred. The vehicles made in England, France, and Italy have two 
advantages for Haiti: greater mileage per gallon of gasoline and smaller 
size which are more suitable for present Haitian roads. For trucks and 
buses, however, the U.S. product is favored. 


DOMINICAN REPUBLIC 


Generalissimo Trujillo continued to occupy the spotlight during the past 
month. At the opening of the United Nations' General Assembly, he was a 
greater tourist attraction than Soviet Foreign Minister Andrei Y. Vychinsky; 
his bodyguards outnumbered those of the Russian delegate two to one. The 
Generalissimo's first action was that of donating $50,000 to the International. 
Children's Emergency Fund, the last installment of a $250,000 gift pledged by 
the Dominican government in 1948. Outside the U.N. building, two groups of 
denonstrators paraded, carrying placards denouncing the Generalissimo, and 
two men bore a black coffin with funeral wreath and white candles, symbolizing 
death of freedom in the Dominican Republic. 


Other manifestations occurred at gatherings in New York and Washington; 
these, however, were less one-sided. A special train bore 1,300 pro-Trujillo 
Dominican residents of New York to a celebration in Washington, and police 
were on hand to search them. In New York, the rival demonstrators came to 
blows; a spokesman of the Dominican Revolutionary party-in-exile declared that 
the placards favorable to Trujillo were carried by hired Latin Americans 
living in New York and Washington. The Dominican Consulate in New York 
published an amnesty message for repentent Dominicans willing to return home 
at government expense; and a group of former members of the Caribbean Legion 
Signed a statement of allegiance to the present government of the Dominican 
Republic. 


if 
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The Generalissimo's plans for the United Nations were many and varied. 
In addition to questioning the Soviet delegation concerning the whereabouts 
and repatriation of prisoners from the Spanish Civil War (H.A.R., V: 12), 
he acted as spokesman for the Hispanic American bloc in proposing the 
admission of representatives from the Vatican and Spain to sessions of the 
General Assembly in which issues of concern to both are debated; failing 
that, he would urge that these representatives be admitted to sessions of 
the political committee. A similar proposal has already been suggested by 
Poland; with the weight of the united Latin American bloc behind it the 
chances of passage are good. Further strictures of the Soviet Union are to 
be forthcoming on the issue of recent outbreaks of anti-Semitism behind the 
Tron Curtain; Trujillo reiterated his promise to accept 25,000 refugees for 
the Sosta Colony in the province of Puerto Plata, founded in 1940 with a 
group of 1,000 persons that had dwindled to 150 by 1947. Causes for the 
decline were seen in the method of selecting settlers which tore families 
apart, the system of planning for self-sufficiency which destroyed the 
livelihood of craftsmen because of the small demand for their goods, and the 
prospects of a life-long indebtedness to the colony's administration, since 
wages were far lower than subsistence levels anywhere in the Republic, and 
complete dependence on the present government for permission to remain in 
the country, with no hope of eventual Dominican citizenship or legal 


protection. 


In 1947, 7C homesteads were operating successfully; any increase in 
population, with a corresponding increase in consuming power, would be an 
advantage to the colony. Only dairy farming can be carried on under present 
conditions; vegetables grow in too great abundance for the demand and means 
of transportation; grain does not grow well in the shallow soil and dry 
climate. It is said that Sosta could also become the main tourist attrac- 
tion of the Dominican Republic, with the support of some capital and a good 
road to Puerto Plata, the nearest airport, and to Santiago, about 100 miles 
over the highest pass. Sosta is located on the northern shore of the 


Dominican Republic. 


Tourism is to be an aim for Santiago, the coolest city of the Republic, 
where a new hotel, with patio for open-air dancing, is planned. All frontier 
cities and ports are to establish customs houses, and restrictions against 
re-sale of artitles imported tax-free are being made more stringent. 


PUERTO RICO 


Governor Munoz Marin announced that Puerto Rico will maintain price 
controls on articles of "prime necessity" such as rice, beans, lard, meats, 
and clothing. The statement was a reply to a group of Puerto Rican business- 
men who seek the end of the federal controls in Puerto Rico just as in the 
U.S. In an address to the legislature Munoz Marin reported that from 1940 to 
1950 the island's income had nearly tripled: it rose from $228 million to 
$674 million in the ten-year period, while unemployment decreased from 
90,000 to 82,000 in spite of Puerto Rico's large growth in population. 


The Governor was busy throughout the month seeking a solution to the 
island's sugar crisis. Since Ezra Taft Benson, U.S. Secretary of Agriculture, 
has shown himself to be unwilling to change the sugar quotas in favor of 
Puerto Rico (H.A.R., VI: 1), Munoz Marin tried to gain support from the 
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"domestic" producers in the U.S. (both Cuba and Puerto Rico are classified 
as "foreign" producers). The U.S. cane and beet sugar interests flatly 
refused the Puerto Rican plea to help change the Sugar Law even though it 
would not alter their own quotas. They rightly seem to fear that any such 
change would antagonize the all-powerful Cuban interests and perhaps cause a 
drop in sugar prices. Meanwhile, Munoz Marin was preparing a new plan to 
submit to Washington. Although the details are not known, the plan does not 
entail selling Puerto Rico's 260,000 ton surplus on the world market as did 
the Governor's previous proposals (H.A.R., V: 11, 12). Munoz Marin also 
announced that he would soon appoint a committee on sugar standards. 
Composed of the heads of government agencies and private producers, this 
group will help him find an effective solution acceptable to the U.S. 
Congress and Department of Agriculture. 


During a special session, the Puerto Rican Bar Association offered its 
services gratis to apreal the sentences of the 94 Puerto Rican soldiers 
convicted of cowardice and insubordination by a military cout martial in 
Korea (H.A.R., VI: 1); most of the men, members of Puerto Rico's 65th 
Regiment, Third Infantry Division, have accepted the offer. Six lawyers 
headed by the island's former governor, James R. Beverley, are now in 
Washington preparing the defense for the men. The Judge Advocate General's 
office has ruled that each of the cases must be eppealed individually on a 
basis of discovery of new evidence. 


The Agricultural Housing Administration announced that it will grant 
loans totaling $1,750,000 to Puerto Rican farmers during the next three 
months. The loans coincide with the harvest periods for the coffee and 
Sugar crops when the owners of small farms need help in paying their 
expenses. 


GRAN COLOMBIA 
VENEZUELA 


As the political machinations that transpired around the first of the 
year began to assume the status of history, the news from Venezuela under- 
went a shift in emphasis from the political to the economic and social. The 
Constitutional Assembly continued in session, but most of the proceedings 
found the delegates confining themselves to matters of detail. 


On February 9, the Third Extraordinary Session of the Inter-American 
Economic and Social Council met in Caracas. Before the delegates adjourned 
on February 21, the following issues were brought into the open: 1) the 
desire to receive foreign investment in Latin America to supplement the 
shortage of capital; 2) the question of nationalization of basic industries 
and the concern of U.S. investors for safeguards against such action; 

3) Latin America's feeling of being neglected because of the cold war, as 
well as the position of the United States on this problem; 4) the resentment 
of raw-material producing nations towards what they feel are low prices and 
insufficient demand for their products; and 5) attempts by Argentina to 
undermine United States influence in Latin America. 


John Moors Cabot, the new United States Assistant Secretary of State for 
Latin American Affairs, was the chief U.S. delegate to the conference. Ina 
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speech to his fellow delegates, Cabot emphasized the bipartisan support in 
the United States for friendship and aid to Latin America, and he reminded 
the delegates of the pledges of President Eisenhower and Secretary Dulles to 
strengthen the ties between the two areas. He said that although certain 
limitations must be imposed (due to other foreign commitments and already 
high taxes), U.S. assistance will be forthcoming in areas where it is felt 
that the "projects are well-conceived and will be soundly executed." The 
popular Cabot received considerable support for his position, especially 
from Francisco Alfonso Ravard, Venezuelan delegate to the conference. Ravard 
pointed to the benefits received by his country from over $2,760 million 
invested there by the United States. 


Three items on the Venezuelan political scene were noteworthy this past 
month, although none of them originated in that country. Accién Democratica 
(A.D.) disclosed from Costa Rica that the replacement for Dr. Alberto 
Carnevali (H.A.R., VI: 1) as underground leader in Venezuela would be 
Dr. Eligio Anzola Anzola, an important figure in the Betancourt and Gallegos 
governments. A.D. also announced that the widow of Ruiz Pineda had been 
released from jail after three months' imprisonment (H.A.R., V: 10), only 
to be exiled to Spain with her two daughters. Finally, reports from Italy 
tell that Dr. German Suarez Flamerich, former president of the three-man 
junta (H.A.R., V: 12), has bought a villa in Rome and plans to stay there 
as long as Pérez Jimenez remains in power. 


The Ministry of Labor has suggested that the Constitutional Assembly 
consider the proposed revisions in the Venezuelan Labor Law, since these 
changes are under fire from industry, while labor opposes the existing law. 
At present, employees receive a maximum yearly bonus of two months' salary 
out of 10% of their company's net profits. Labor leaders object to this 
arrangement on the grounds that ambiguous wording enables management to 
avoid its obligations. Therefore, they are pressing for bonus payments on 
the full 10% of net profits. This arrangement is especially objecticnable to 
companies with large profits, many stockholders, and comparatively small 
staffs. The most liberal forms of profit sharing are now found in American- 
owned firms, especially the oil companies. 


Another feature of the law deals with severance pay, or cesantfa. It is 
proposed that payment be made under any type of termination, including 
voluntary resignation. Meanwhile, the Ministry of Labor is drafting 
supplementary legislation to implement the bill. These regulations would 
provide for a five-day work week, instead of the present six. However, the 
standard of 45 hours of work would be retained through a nine-hour working 
day. This proposal has been accepted by 50 wholesale firms in Caracas and 


their employees. 


A pessimistic outlook toward the future of the Venezuelan steel industry 
was taken by Benjamin F. Fairless, chairman of the board of the United States 
Steel Corporation, who appeared before the members of the Chamber of Commerce 
in Caracas. Fairless warned that high construction costs for steel mills 
today would make local manufacturing unprofitable, but he added that his 
company would offer complete technical assistance if Venezuelans decide to 
proceed with the project. He pointed out that the Orinoco Mining Company had 
already spent some 200 million bolfvares ($60 million) in developing the 
Cerro Bolfvar region, and he added that this subsidiary of U.S. Steel would 
purchase supplies in Venezuela whenever possible. The head of United States 
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Steel also speculated that perhaps the dredging of the Orinoco River might in 
the long run be of greater benefit to the people of Venezuela than the 
development of the iron-ore deposits that is bringing it about. Meanwhile, 
it was announced that over 400 million cubic feet of silt had been dredged 
from the Orinoco, and it is expected that the work will be completed by the 


end of October. 


Oil production in January fell off from the year-end high, reaching an 
average of 1,792,060 bbls. per day. Petroleum industry officials forsee a 
lower rate of output for the next few months, due to depressed market 
conditions in the United States. However, they expect production in 1953 as 


a whole to be as high as in 1952. 


It was announced in February that the Venezuelan Air Line (L.A.V.) base 
in Caracas will soon be the site of Latin America's first jet-engine 
maintenance plant. Rolls Royce, Ltd., will install the plant, and for the 
first two years its operations will be conducted by British technicians, who 


will concurrently train L.A.V. personnel to take over. 


Now that the government has raised the import quota on textiles 
(H.A.R., VI: 1) rayon manufacturers are petitioning for a higher tariff on 
such items. Importers and clothing manufacturers are quite naturally opposed. 


The Ministry of Agriculture has revealed that the total rice acreage is 
to be doubled in 1953 to 148, 200 acres. There will be an expenditure of 20 
million bolivares ($6 million) with the aim of cbtaining a crop of 90,000 
metric tons. It is expected that measures such as this will allow an 
eventual reduction in the import of foodstuffs. However, the dairy industry 
is faced with a problem similar to that existing in the United States. Over- 
production of milk is causing an average surplus of 500,000 liters of fluid 
milk per month. 


Conflicting reports continue to circulate as to the fate of the 
Grancolombian Merchant Fleet (H.A.R., V: 12; VI: 1). Teodoro Alvarado, 
Ecuadorean foreign minister, says that he is confident that Venezuela will 
remain in the organization with Colombia and Ecuador, and he also forsees the 
possibility that Panama will become a fourth member. However, it is rumored 
in Caracas that President Pérez Jiménez is ready to order the withdrawal of 
Venezuela's interest (about. 45%) from the company. It is said that a fleet of 
merchantmen and tankers would then be constructed, with several Cuban 
millionaires and some of the large oil companies backing the project to the 
amount of about $500 million. Finally, it is reported that Grancolombiana 
plans to increase its service in South America and extend it to Central 
America, as 20 ships now under construction are delivered this year. 

Including chartered vessels, the company is presently operating with 30 ships. 


COLOMBIA 


The Conservative Comisién de Estudios Constitucionales unveiled the 
product of its craft on February 8. The proposed constitution, which has 
been taking shape since the summer of 1952 (H.A.R., V: 6, 7), provides for 
the anticipated strengthening of the executive (H.A.R., VI: 1), the extension 
of the presidential term from four to six years, and the election of a vice- 
president by popular vote. While the awarding of greater power to the chief 
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executive remains a controversial issue, the matter of the corporate senate 
(H.A.R., VI: 1) is the current prime stimulant of contention. Opponents of 
the projected corporate-political hybrid include prominent Conservatives as 
well as Alzatistas (Conservative opposition) and Liberals. They question the 
effectiveness of such an organization, and they doubt whether democratic 
government would be provided by a group the members of which would be selected 
by the President, departmental assemblies of municipal councils, and blocs 
created on the basis of similarity of occupation or business, rather than by 
popular universal suffrage. The projected constitution also provides for the 
seating of former presidents, and up to six cabinet ministers, in the senate. 


The commission submitted the constitution to acting President Urdaneta 
Arbelaez. It is reported that he will either alter the document or that he 
will incorporate his ideas in an alternate draft which, together with the 
first, will be submitted to the constituent assembly that convenes April 20. 


It seems reasonable to assume that the virtually hand-picked delegates to 
the constitutional congress will approve a document very much like whatever 
Urdaneta Arbeldez will place before them. The Conservative opposition faction 
is a decided minority, and the Liberals are boycotting the deliberations. It 
appears that some Conservatives have been abstaining from the procedure of 
selecting delegates to represent the various national occupational and 
business blocs. Nevertheless, the sifting of delegate lists has so proceeded 
that nearly all of the expected 61 participants had been named by the end of 
the month. Since eight of the named delegates to the assembly are cabinet 
ministers and since cabinet ministers may not retain office while serving in 
the assembly, some sort of cabinet juggling is anticipated in March. 


It is understood that the studies committee did not incorporate a 
proposed anti-Communist provision in its draft of the constitution 
(H.A.R., VI: 1). Apparently it was felt that the issue would best be handled 
as a legislative matter. Concerning Communists it may be noted that a 
Colombian writer has been invited to Moscow by the Soviet writers' union, and 
that a lawyer-politician of Bogota has just returned from several months of 
indoctrination and sight-seeing in the Soviet Union and China. It is to be 
hoped that the Colombian government and press will consider the unsung Korean 
travels of the homeward-bound frigate, "Capitan Tono", worthy of the amount of 
press attention given Communist doings. 


The proposed constitution confirms the Roman Catholic faith as the 
official religion. Other cults will be permitted to exercise their beliefs in 
temples or private premises so long as Christian morality and laws are not 
Opposed. The observation of Christian "morality and laws" in Colombia would 
prove a blessing to Protestants in the country. An American minister and four 
of his flock were beaten by policemen in Barrancabermeja on January 25, and in 
February a Protestant school was ordered closed in Quibdo. A Methodist mission 
in Rfo Negro (Antioquia department) was destroyed during the month. 


It has been announced that the highly esteemed apostolic nuncio in 
Colombia, Antonio Samoré, will return to Rome to fill a higher diplomatic post. 
Meanwhile, the Italian ambassador, Umberto Natali, and the Salvadorean 
minister, Ricardo Salvaria, have presented their credentials in Bogota. 
Colombia's former minister in Guatemala has become minister to Costa Rica. 
Members of the Colombian delegation at the third session of the Inter-American 
Economic and Social Council (U.N.) in Caracas made news abroad by stating their 
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approval of nationalizing industries provided just indemnities were paid. 
National news was made when chief delegate and Minister of Development Carlos 
Villaveces presented an economic study of Colombia. The minister raised a 
political hornets' nest by making ill-timed remarks contrasting stability and 
orderliness in national commerce and finances of the period 1950-1952 as 
opposed to "demoralizing" and "unstable" policies of the preceeding five 

years - the period when Mariano Ospina Pérez was president. Injured ministers 
of the Ospina cabinet were quick to defend themselves. They reminded fellow 
Conservatives that the party had agreed to regard the work of each of its 
administrations as part of the indivisible pattern of the organization's whole 


contribution to Colombian life. 


The campaign of presidential hopeful Ospina Pérez fared well as the 
candidate continued his visits in the western part of the country. To his 
generally pro-government platform he has re-introduced the theme that he is 
the symbol of Conservative unity, the guarantor of peace and security. Yet, 
some reports suggest that Ospina is embarrassed by Alzatista support, a matter 
which may have prompted the January condemnation of dissident factions 
(H.A.R., VI: 1). Conservative national committee director Joaquin Estrada 
Monsalve declared his support of the man Ospina at a party convention in 
Manizales, but he also declared that he uncompromisingly opposed the sanctuary 
which dissident Conservatives were finding in the presidential candidate. 
Minister of Government Luis Ignacio Andrade also reaffirmed his stand against 
the Alzatistas. This is interesting in the light of persistent rumors that 
Minister Andrade will become a Conservative presidential candidate. The 
equally ambitious, controversial, and strongly Conservative minister of public 
works, Jorge Leyva, is also understood to be a presidential possibility. 

While neither minister carries the public appeal and experience of Ospina 
Pérez, many things can happen before the Cistant Conservative national 
convention selects Colombia's next president. 


The burst of Alzatista campaisuing on their own behalf (H.A.R., VI: 1), 
has faded quickly. Faction spokesmen have renewed their support of Ospina 
Pérez, and they continue to criticize Estrada Monsalve and what he stands for. 
A late February meeting of the Conservative oppcsition leaders concluded that 
the President should be asked to guarantee their untrammeled participation in 
the March 15 elections for the lower house. 


The Vanguardia Liberal of Bucaramanza was expected to return to its 
regular format during February. Borrowed presses are being used until such 
time as the dynamited home plant can renew operation (H.A.R., VI: 1). A new 
Station, Radio Capital, has begun broadcasting in Bogota. The communications 
ministry is considering licensing commercial short-wave stations. The 
ministry also announced the levying of fines on several radio stations because 
they failed to broadcast the minister of education's speech commemorating the 
centenary of José Marti's death. 


The ministers of government and war have declared that bandolerismo, or 
guerrilla warefare, still continues in Tolima, Cundinamarca, eastern Boyaca, 
Antioquia, and in the Valle+Huila-Tolima border area. The government minister 
adds that vengeance-seeking Conservatives had joined the bandoleros. It 
appears that authorities in Bucaramanga ere glossing over the Conservative 
excesses perpetrated there last January by calling for the detention of 117 
bandoleros, presumably Liberals, who killed and wounded some 100 people, burned 
houses, and stole cattle in Santa Helena during July 1950. 
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A $1 million fire virtually destroyed Cartagena's central public market 
on February 27. A local government paper reports the arrest of an arsonist, 
and considers the fire to be politically inspired. No political significance 
has been reported in association with the serious conflagrations which 
consumed a number of business houses and residences in Medellin on 
February 16, and a block of businesses in the heart of Armenia on February 22. 
Neither have there been any significant repercussions from the February 14 
incident in which an American fishing vessel was fired upon by a Colombian 
gunboat when the former was found to be within nine miles of the Colombian 


coast. 


ECUADOR 


President Velasco Ibarra's political troubles multiplied during February. 
Public indignation over the aggressive role played by the Arnista (Alianza 
Revolucionaria Nacional Ecuatoriana) student group in January's university 
riot (H.A.R., VI: 1), resulted in the submission of resignations by Secretary- 
General of Administration Nicolas Valdano Ruffo, the President's personal 
secretary, and the chief of the President's legal advisors--all Arnistas. 
Valdano Ruffo is the leader of what had been the main party in the government. 


The President fired the sub-secretary, the chief of security, and a 
number of other officials of the government ministry of February 13. Two days 
later Luis Antonio Penaherrera, minister of government, had his resignation 
accepted. Named to the portfolio was Camilo Ponce Enriquez. Ponce Enriquez 
has ministerial and senatorial experience and is the founder of the Movimiento 
Social Cristiano. Nevertheless, his appointment to the important ministry job 
is repugnant to the Liberal Radical party. The organization has renounced its 
allegiance to Velasco Ibarra and has directed its members to resign offices 
held in the present government. Among the men to whom the instruction was 
directed are Wilson Vela, treasury minister since January 1953, and the 
ambassadors in Washington and Mexico City. 


Foreign Affairs Minister Alvarado Garaicoa was quoted as saying on 
February 24, that he would remain in the cabinet. He has been active in 
various national capitals making arrangements for the June 22 to July 3 Panama 
conference of Gran Colombian and Central American foreign ministers 
(H.A.R., V: 12). In Bogoté the minister expressed the hope on February 2 that 
Venezuela would attend the conference, and that the Gran Colombian merchant 
fleet could be saved from dissolution (H.A.R., VI: 1). He believed that 
Panama was interested in joining the Gran Colombian group, and added that 
Ecuador would back any move that would strengthen the regional group. He is 
reported to have emphatically stated that he did not believe in the Peronista 
expansionist policies. Speaking in Panama on February 6, Minister Alvarado 
stated that his government would not ask for a revision of the Rio Protocol and 
that his proposal of the June conference was not to gather support for such a 
move. A week later, in Buenos Aires, where he had discussed a trade pact and 
technical assistance (wool raising) with Perén, the minister announced that 
Argentina was being invited to send an observer to the Panama conference. 

Chile, Peru, and Bolivia have also been asked to send observers. 


Peruvians in particular seem to suspect that the Ecuadorian foreign 
minister has been discussing more than the Panama conference during his various 
diplomatic calls. Not to be outdone in the matter of sowing good will was the 
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Peruvian foreign minister, who visited Rio de Janeiro during the middle of 
the month. The Peruvian clarified the nature of his visit when he voiced an 
interpretation cf the problems that bar the way to a final settlement of the 
Rio Protocol. A spirited broadside of Ecuadorean opinion was issued by 
Ambassador Arturo Borrero Bustamente, and a heated reply was returned by the 
Peruvian ambassador; all of which contributed nothing to the efforts of 
Brazil, Argentina, Chile, and the U.S. to resolve the issues so often aired. 


Ecuador's new ambassador in Caracas, Homero Viteri Lafronte, has 
presented his credentials. Enrique Bolona has been named Minister to Bolivia. 
An American visitor, Admiral Milton F. Miles, visited Galapagos and mainland 
installations with the minister of defense during the latter part of the 
month. Leonardo Stagg, congressman and travelling companion of Guevara 
Moreno during the latter's ejection from Ecuador (H.A.R., V: 12), returning 
to Guayaquil on February 2. He was placed on a Miama-bound aircraft the 


following day. 


PACIFIC COAST REPUBLICS 
PERU 


Once again Arequipa became the seat of an abortive anti-government plot. 
Early this month a group of workers' unions presented to labor officials a 
written statement demanding municipal administration of the city's power 
plant, municipal control of streetcars, and abolition of monopolies. The 
unions threatened to call a general strike if the authorities failed to 
comply withih a 72-hour period. This was pronounced a seditious act and, 
since the demands were purely political and had nothing to do with the 
problems of the worker, the government considered compliance "inadmissable." 


Later develonoments indicated that the incident was part of an inter- 
national Communist plan to overthrow the social, economic, and political 
structure of Peru and to strengthen Communist organization in Latin America. 
The government confiscated a cache of guns, all bearing the Bolivian seal, 
which were believed to have been smuggled into Peru by Bolivian Communists in 
preparation for an armed uprising against the Odrfa government. Renewed 
investigations resulted in the arrest of 100 persons and the discovery of a 
letter, apparently written by a French Communist, instructing Peruvian party 
members to keep in close touch with the Bolivian revolution because of its 
close connection with the movements in Peru and Chile. President Odrfa, a 
professed supporter of labor's rights, seems little affected by this evidence 
that the outlawed Peruvian Communist party is regaining strength and influence 
in the labor unions. 


The ever-present boundary problem returned after a three months' rest to 
plague Peru and neighboring countries. Last mention on the problem was in 
October 1952 when the Colombian foreign minister allegedly offered to "settle" 
the Peru-Ecuador boundary dispute (H.A.R., V: 10). At that time Peruvian 
Foreign Minister Ricardo Rivera Schreiber stated that the terms of the Rio de 
Janeiro Protocol of 1941 had been "almost completely carried out" and that 
Colombia's interference was unjustified and unfriendly. However, when Rivera 
Schreiber repeated this month in Rio de Janeiro that the boundary disputes had 
been settled, Ecuadorian Ambassador Arturo Borrero refuted his statement and 
declared that the problem remains unsolved. The Peru‘rian Foreign Minister 
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told the Brazilian press that the difficulties are merely of a technical 
character and that Peru has no territorial claims whatever. 


In its annual report, the International Bank of Lima listed as factors 
contributing to economic progress during 1952 monetary stability and the 
adoption of the new petroleum law. To date, the government has made $3 
million from the sale of oil concessions. Also contributing to the progress 
was a record cotton crop. This month the government issued measures to 
eliminate impurities in Peruvian cotton in order to maintain its high 


prestige. 


Unusual weather caused widespread damage throughout the country. 
Torrential rains caused the Huallage River to overflow and resulted in 
serious damage at Tingo Maria. In the northern town of Tumbes, flood waters 
reached a height of three feet, and rice, banana, and tobacco plantations in 
the area suffered heavy losses. In the Lake Titicaca region driving snows 
snapped power lines and communications. Limenos experienced a few moments of 
panic when a strong earthquake awakened them early on the morning of 
February 15. No damage or injuries were reported. 


BOLIVIA 


The M.N.R. emerged on February 12 from a party convention with its unity 
preserved even though there had been fear of a split and threats of a real 
purge within the party ranks. The party had been severely divided by extreme 
right and left wings, with President Paz Estenssoro having trouble trying to 
avoid an open break. The President was confirmed as party chief at the 
convention, while Communist elements in the party apparently found it 
necessary to surrender to the nationalists and rightists. A drastic 
reorganization of the army was decided upon in which the "National Revolu- 
tionary Army" will be commanded by officers identified with the M.N.R. 
Political orientation of the army in line with the ideals of the M.N.R. will 
be in the hands of the political committee of the party's military department. 


Next on Paz Estenssoro's agenda is a program of agrarian reform. There 
have been increasing rumors of unrest among the Indians and farmers, who, 
because of the large landholdings, are being denied land of their own. The 
critically low agricultural production, combined with a dwindling supply of 
foreign exchange with which to finance food imports, makes a critical 
Situation. 


A certain current of political instability and unrest is still evident 
in the capital, for according to reports from Chile, Argentina, and Peru, the 
MAN, regime continues on a large scale the practice of expatriating 

subversives." Most of the recent exiles were said to be involved in last 
month's attempt against the government (H.A.R., VI: 1.). 


Major Ramén Gutiérrez of the carabineros (Federal Police) has been 
appointed director general of the National Police, replacing Major Victor 
Valdez. Reports indicated that several Carabinero officers had been arrested, 
but no reasons were given for the arrests or for the appointment of the new 
director general. 
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Paz Estenssoro has signified a desire to meet at Arica with Chiles' 
General Ibanez following the latter's meeting with General Perén. Meanwhile, 
Bolivia and Chile have reportedly agreed to build a highway and oil pipeline 
between Oruro and Iquique. Improvements are also to be made on the La Paz- 
to-Arica railway. The idea of an oil pipeline may be significant in the 
light of Bolivia's recent squabble with Argentina over the signing of the oil 
agreement with Glenn McCarthy. Argentina protested that the McCarthy grant 
violated a 1941 treaty providing for the construction at Bolivia's expense 
of 350 miles of railroad from Yacuiba, on the Argentine border, to Santa Cruz, 
Bolivia. It develops that McCarthy has options on both sides of the now 
half-built railway, which has been under construction for the past 12 years. 
Bolivia refuses to concede that it has in any way violated the 1941 treaty. 


The U.S. proposed a U.S.-Bolivia three-man arbitration committee to 
settle the American compensation claims on the nationalized tin mines and 
offered a long-term contract for the purchase of tin if a settlement could 
be reached. Bolivia hedged, insisting upon compensation only for those 
facilities above the ground, since the government considers the subsurface 
to be state property. The U.S. at this point decided not to help Bolivia 
with any more spot purchases until the compensation wrangle is settled. 


Vice-President Hernan Silés Zuazo has asked J. Burke Knapp, representa- 
tive of the International Bank for Reconstruction and Development, to exert 
the bank's "friendly influence in the United States” towards obtaining better 


tin prices. 


The Bolivian Mining Corporation (government-owned) has appointed Victor 
J. Hampton, U.S. engineer, as general manager of the former Patino mines in 
Catavi. 


CHILE 


In his first official foreign visit since his election in 196, 
Argentina's President Juan Domingo Perdén arrived in Santiago February 21 to 
meet with his old friend Carlos Ibanez del Campo, Chile's chief executive. 
Perén's purpose was to discuss plans for an economic union between Argentina 
and Chile. Although Argentine propagandists reportedly spent 3 million pesos 
to foster popular enthusiasm in Chile, his reception was decidedly lukewarm. 
Few of the Chilean government workers and schoolchildren, given a holiday in 
honor of the occasion, flocked to the station to meet the distinguished 
guest. Even the newspapers seemed disinterested; the only exception was the 
government-controlled daily, La Nacién of Santiago, which devoted much space 
to Perén's activities. When La Nacion's editor, José Dolores Vazquez, quoted 
Perén as advocating both a political and an economic union of the two 
countries, public reaction was so great that he found it expedient to resign. 


After several conferences, Perén and Ibanez signed a trade agreement 
providing for a semiannual exchange of 23,700 tons of Chilean copper for 
140,000 head of Argentine cattle. The coupling of Argentina's agricultural 
production to Chile's mineral output will be further implemented by the 
exchange of steel and iron for wheat and vegetable oils. The treaty also 
includes the establishment of a "free cordillera" by abolishing customs 
duties on specified products and relaxing border inspection in the Andes. 
From the pact Chile hopes to gain a new market for its minerals and a new 
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source of low-cost food. Although Arturo Olavarria, Chilean minister of 
foreign affairs, remarked that Argentina and Chile had "erased their Andean 
boundary and united the two seas," his colleague, Juan Bautista Rossetti, 
minister of finance, emphasized that the pact is simply a barter agreement, a 
desire to form a “complementary economy" and not an economic bloc. 


Chilean reaction to the trade treaty varied. Some favored the "union" 
because it would put Chile in a better bargaining position with the U.S. 
Others feared Argentine domination through the pact and accused Ibanez of 
"double dealing." According to the Colombian magazine Semana, Ibanez was 
trying to "liberate Chile from Wall Street" through his deal with Peron, 
while at the same time he was negotiating a $22 million loan from the U.S. 


Export-Import Bank. 


There are indications that both Perén and Ibanez favor extension of the 
economic union to Peru, Bolivia, and Ecuador. Representatives from these 
countries visited Chile this month. Foreign Minister Teodoro Alvarado of 
Ecuador decorated both Perén and Ibanez with orders of merit, while 
Ambassador Alberto Ulloa of Peru and Foreign Minister Walter Guevara Arce of 
Bolivia met with Olavarrfa to discuss the free port of Arica. 


During his election campaign, Ibanez promised legal status for the 
Communist party; last month he declared himself against repeal of the Law 
for Permanent Defense of Democracy, which prohibits Communists from voting. 
On February 4, Ibanez modified his position somewhat by saying that he would 
ask Congress to recognize the legality of the Chilean Communist party after 
the March elections but did not mention the repeal of the law which keeps 


the Communists underground. 


The special powers granted Ibanez to reorganize the government and curb 
inflation (H.A.R., VI: 1), were explained to reporters by finance chief 
Rossetti. He said that Ibanez will begin a compulsory savings system (5% on 
a monthly income over $128) and will set new price regulations. The control 
of copper is of direct concern to American investors. Rossetti assured the 
press that any new regulations regarding foreign capital would guarantee 
ample security to foreign investors for free withdrawal of capital and 
profits. The price of copper might be raised from the current 366 4 per lb., 
depending on fluctuations of the U.S. price for the metal. 


The bill granting special powers also gave Ibanez the right to re- 
organize the government. A government investigating committee has besmirched 
the names of prominent former officials and tried to discredit their 
administrations, but to date has produced no significant evidence. Some 
members of Cofro, the Chilean development corporation, were accused of 
misappropriating funds. Observers report that the committee has not examined 
any record over 3 years old for fear that prominent Ibarnista leaders may be 
incriminated. The committee also approved the special powers measure, for 
members say that unless strong reforms are made at once, the national debt 
will rise to $100 million by the end of 1953. The director of the investiga- 
ting committee blames Chile's "desperate financial plight" to the "malpractice 
and corruption of past administrations." 


Juan Bautista Rossetti issued the new Chilean import list, including 
preferential and free-exchange rates and commodity restrictions. Ata 
Preferential rate of 31 pesos to the dollar, raw sugar may enter the country, 
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while for 60 pesos to the dollar petroleum, newsprint, gasoline, and 
agricultural equipment may be imported. Luxury items must be imported with 
gold exchange. There will still be an absolute ban on automobile imports. 
Non-essential goods are subject to the free exchange of about 110 pesos to 


the dollar. 


The Chilean government is sponsoring several projects to help relieve 
Chile's economic situation. In Osorno the only modernized sawmill in Latin 
America will exploit the forests of Llancacura, using U.S. methods of treat- 
ing lumber and other wood products. Osorno is expected to pioneer in the 
correction of despoilage and waste of natural resources. In order to provide 
more jobs and devise new uses for Chilean materials, the government may build 
a shipyard at Arica for the expanding Chilean merchant fleet. The first 
airfield in Chilean Antarctic territory will be built on Foster Bay, Deception 
Island. The purpose is to establish a freight and passenger service from 
Chile across the South Pole to Australia. 


RIVER PLATE REPUBLICS 
ARGENTINA 


Not long before she died, Evita Perén glorified her husband as a "Condor 
of the Andes" (an eagle-like bird symbolic of freedom), apparently having in 
mind that in that capacity he was a guardian over Argentine freedom in the 
grand manner of a modern San Martin. Early this month as he prepared to go 
to Chile for an historic meeting with President Carlos Ibanez to discuss 
Argentine-Chilean economic and political relations, Perdén sought to cast 
himself in the role of condor or guardian over the freedom of all Latin 
America. He warned in interviews granted to Chilean newsmen that Latin 
American countries would perish if they remained disunited because ruthless 
imperialists would be after their raw materials, either peaceably through 
capitalism, or else "by invading us." Perdén expected Latin America to march 
"toward its stellar place in the concert of nations;" thus, whereas the 19th 
century had been an age of European hegemony and the 20th one of North 
American leadership, the 2lst would see a "United States of Latin America" 
dominating the world. 


With these and other statements, the Argentine president was evidently 

trying to condition Chileans to an acceptance of the idea of setting up an 

indestructible union" between Chile and Argentina in the immediate future. 
He declared such a union would serve as a nucleus for a future Latin American 
confederation which he expected might even include Brazil. Perdén was quoted 
by La Nacién of Santiago as advising that mere economic union between Chile 
and Argentina would not be strong enough, since it could be destroyed or 
undone; it should be a total, political unification. He likened the task 
facing the two nations to the taking of a cold shower: "If you stick a finger 
into the water first, you hesitate; it is better to get right under the shower 
and adjust to it at once." Perén pointed out that San Martin and O'Higgins 
had lacked the vision in 1817 to achieve a total union; now the hour had 
Struck to make the effort. He promised that Argentina would put no obstacles 
in the way, because "we do not want to bear the slightest blame if this grand 
ideal is not achieved; in this case, such responsibility would lie with the 
Chilean people." 
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An indignant reaction in Santiago to such talk of "total union" gave 
evidence that Chileans were indeed prepared to take "responsibility" for a 
failure of such an extreme ideal. Perdén was lambasted by the Santiago press 
for mentioning the term “annexation,” though actually he had spoken only of 
being willing to let Chile annex Argentina if that were necessary to achieve 
"total union" (H.A.R., VI: 1). So vehement were the Chilean protests that 
it became necessary for the government in Santiago to announce that Perén's 
aims had been "misinterpreted" by the newsman who had interviewed him. Perdén 
denied that he had in mind annexing Chile to Argentina, though he said he did 
think his country and Chile should unite "as sister nations." In Buenos 
Aires, the alleged statement about "total union," as well as Perdén's 
"clarification," was republished in La Nacién, Clarin, the Standard and the 
Buenos Aires Herald, but not in any government newspaper. Actually, it 
appears to be quite unlikely that Perdén wes misquoted. La Nacién, of 
Santiago, which originally published the interview, is a ~ Chilean government 
publication which gave Pe erén sympathetic treatment; thus a conscientious 
reporting job of the interview could be expected, particularly since the 
editor, José Vazguez, was the interviewer. ter he found it necessary to 
resign his post when his repvorting proved embarrassing to the government. 
Perén was quoted at suca great length in regard to "total union" that an 
honest misinterpretation appears to be out of the question. 


During his seven-day stay in Chile, Perén's reception by the government 
was cordial, but there was little interest shown by most Chileans or the press 
which almost without exception gave slight prominence to the visit. Perén 
sought to allay Chilean suspicions about Argentine imperialist designs, which 
he said it would be a "stupid folly" to undertake with a population of only 
17 millions (sic). "How could we be imperialists," he asked, "when other 
countries with many more millions of inhabitants aren't?" His implication 
would appear to be that a nation with a large population must inevitably be 
imperialistic. He offered "everything we have without seeking anything in 
return..." except for "the love of the marvelous people of Chile." He 
protested that an economic union ought not to arouse any suspicion because 
"we are not against anyone." 


The protocol signed on February 21 by Perén and Ibdnez was so vaguely 
worded that it was not yet clear how much of an integration would be achieved 
between the two nations and how quickly. The compact pledged negotiation of 
a treaty by June 20 at the latest to provide for the eventual and gradual 
establishment of a customs union. In the meantime, Argentina will exchange 
meat, wheat, and vegetable oils for Chilean steel, copper, nitrates and 
Sulphur. It appears to be realized by both governments that a complete 
customs union is not feasible at this time, since the removal of the tariff 
barrier would ruin many industries, such as textile and footwear manufacturing 
in Chile, and would entail serious unemployment problems. Harmful effects are 
not expected, on the other hand, from an "erasing of the frontier" for cattle 
that, according to Perén, cost " sour times as much" to raise in Chile as in 
Argentina, and on steel that costs "twice as much" to produce in Argentina as 
in Chile, 


With regard to political union, it has been reported that even Ibanez was 
Cool to the idea. Horace Graham, President of the Anglo-Lautaro Nitrate 
Corporation, announced to the press that Ibanez had confided to him that 
Chileans needed economic aid, but had no intention of letting themselves be 
dominated by a foreign power. Graham assured uneasy American businessmen in 
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Chile that there was no need to worry that Ibdnez would contract any secret 
agreements with Perén. 


With regard to a future Latin American economic integration, it has been 
emphasized by Chilean officials that such a bloc is favored by the Chilean 
government, just as by the Argentine government, in order to secure a better 
bargaining position in the exchange of raw materials for U.S. manufactured 
goods. Point IV of the February 21 protocol stated that "an effort will be 
made to form a regional economic union, follewing the curve and blade of 
San Martin's saber, connecting Argentina, Chile, Bolivia and Peru." However, 
Chileans have emphasized that they intend no hostility to the U.S., but merely 
wish to be less dependent on that nation. Chilean Foreign Minister Olavarria 
declares that Chile's immediate aim is to eliminate small differences and 
irritations between neighbors, and to achieve bilateral trade pacts. 
Argentine Minister of Technical Affairs acclaimed the signing of the Perén- 
Ibanez protocol with bolder words, saying that the "second emancipation" of 
the American countries would inexorably have to be achieved. He said that 
Argentines and Chileans had decided to die if necessary to convert the agree- 
ment into reality. Perdén and Ibdnez are reported to have in mind an eventual 
free exchange of Chilean steel, copper, nitrates and lumber, Argentine meat, 
wheat and vegetable oils, Peruvian sugar, cotton and petroleum, and Bolivian 
tin. Many observers feel that Perén may succeed in achieving a strong 
alignment with Chile and even Bolivia but not with Peru or Brazil, since they 
are expected to continue policies of closer cooperation with the United States. 
The Brazilian press scoffed, incidentally, at Perdén's alleged mention of 
"total union" with Chile as so much "Peronist fantasy." 


To any opposition at home and abroad that might consider Perén "sick with 
megalomania"” because of his designs for Argentine industrial greatness and 
hemispheric leadership, the President replied this month that "we prefer 
being a nation of men sick with greatness to being a mass sick with 
mediocrity." While in Chile, Perén sought to persuade Chileans that his 
system of Justicialism was "applied Christianity," and to dispel any notion 
abroad that he was a dictator. He argued that he "convinced" his people of 
what it was necessary to do for the good of Argentina and Latin America, and 
that the people understood him and did what he asked. In Buenos Aires, the 
President demonstrated some results of his methods of "persuasion," pointing 
out that the political situation had never been so favorable for his govern- 
ment. He said that opposition groups were "mending their ways" and were 
finally beginning to recognize the need, upon which he had "insisted ' 
repeatedly, almost to the limit of my endurance,” of offering "an efficient 
and constructive cooperation.” In benign response to this "change of heart" 
on the part of the opposition, Perén decided to reduce the prison sentences 
of around 200 army, navy and air force officers involved in the unsuccessful 
attempt to overthrow his regime in September 1951 (H.A.R., IV: 10). His 

characteristic generosity" also permitted the release in January of four 
socialists who had been imprisoned for several months. 


The government announced recently that the state of siege that has been 
in effect ever since the September 1951 revolt would be relaxed in the new 
Provinces of Eva Perén (formerly the territory of La Pampa) and Presidente 
Peron (formerly Chaco territory) for a period of 60 days, with the announced 
object of preventing periods of political agitation from being too prolonged.) 
Interior Minister Borlenghi assured opposition parties that they would have 
full freedom to wage campaigns during that period. Radical party authorities 
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at last report were undecided whether it would be worthwhile to offer 
candidates for the two provincial elections, considering the fruitlessness of 
their efforts and the normal consequences of criticizing the government. 


The Radical party in Cérdoba decided recently to abstain in the future 
from taking part in any Argentine election, and recommended that the party's 
national committee make the same decision. Reports from Buenos Aires are that 
the atmosphere of fear and constraint have never been greater in Argentina, 
being “probably unequaled this side of the Iron Curtain," according to Time 
Magazine. An example of how easy it is to offend the government was afforded 
last December when opposition leader David M. Torino was arrested in Salta 
after being elected for the 15th consecutive term as president of the Salta 
Athletic Club. His re-election was considered an affront to the Peronista 
authorities, on the part of the athletic club members since Torino had 
offended the government on previous occasions in his newspaper. 


While the President has been expressing relief over the subdued attitude 
of a “more cooperative” opposition within Argentina, he has also expressed 
satisfaction with the "political tranquility" that Argentina has allegedly 
enjoyed since the recent defeat of the Democratic Administration in the U.S. 
He considered the "sudden" tranquility from within and from abroad since 
the elections as proof of his long-time charges that opposition elements in 
Argentina had been conniving with foreign schemers “to bind us to the yoke 
again." It seems clear that a serious effort is being made to establish 
amicable relations with the Eisenhower administration, especially since 
Perén is apparently finding it so easy to overlook Secretary of State Dulles' 
recent unfriendly remarks about a fascist movement spreading from Argentina 


(H.A.R., VI: 1). 


To show that in being more friendly to the U.S. he is not forsaking 
Argentina's so-called "Third Position" in world politics, "midway between 
Communism and capitalism," Perén began this month to "revive an old Russo- 
Argentine friendship." Recently appointed Ambassador to Russia Leopoldo 
Bravo reported a "good-will" 45-minute interview with Stalin early in 
February in which a greater commercial and cultural exchange was agreed upon 
between the two nations. Bravo indicated that Argentina was particularly 
interested in selling leather, wool, and vegetable oils to Russia in exchange 
for railroad equipment and farm machinery. The Ambassador had cordial words 
to say about the "grand and glorious" Stalin, who, he said, showed "remarkable 
knowledge" of Argentina and seemed to have excellent background in South 
American affairs. He pointed out, no doubt for the benefit of Washington, 
that Stalin had stressed Soviet policy of "non-interference" in the internal 
relations of other states. 


Here, according to the Colombian magazine Semana, was an example of John 
Foster Dulles' remarks last month about the working of a Communist-Fascist 
common front against the democracies. The New York Times was reminded of the 
1939 meeting of Molotov and Von Ribbentrop in which they signed a commercial 
agreement. Semana speculated that Perén was seeking, in the shadow of a Third 
World War, to play the same role for Russia that he did once for Hitler: to 
smuggle raw materials to Moscow that the latter cannot obtain directly from 
the West. One example of such a contraband trade may be the recently 
disclosed illicit shipments of antibiotics to Red China (H.A.R., VI: 1) that 
may or may not have been countenanced by the Argentine government. 
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Argentina and Great Britain have clashed again in their dispute over 
possession of the Falkland Islands and Antarctic territory. Although the 
British have previously protested vigorously against Argentine "encroachments" 
on their possessions in setting up four Antarctic bases (on Deception Island 
in the South Shetlands, on South Orkney Islands, Port Melchior on Graham Land, 
and "Base General San Martin" south of the Antarctic circle), they did not 
until this month make any effort to eject the "trespassers." In September 
1950, a Tory suggestion in the British Parliament that the British might 
forceably remove Argentine personnel from Deception Island was rejected by 
the Laborite government (H.A.R., III: 10). In January of the present year, 
an Argentine naval party erected new buildings rather close to a British air- 
strip on Deception Island, which the British considered "not only an infringe- 
ment but a nuisance and a menace to planes landing or taking off." At this 
point, as Foreign Secretary Eden told a cheering House of Commons, Her 
Majesty's government decided "to dispel any doubt about its attitude toward 
encroachments of this type on British territory." On February 15, a British 
raiding party arrested and deported to Argentina two occupants of the 
Argentine base on Deception, and dismantled Argentine and Chilean installa- 
tions there. The Argentine press and government reacted furiously to this 
show of violence, demanding that the installations be rebuilt and the deported 


Argentines returned to their post. 


Argentina and Chile have consistently refused the British offer to sub- 
mit the Falklands-Antarctic dispute to the International Court of Justice at 
the Hague for settlement. The rather curious excuse offered, as expressed 
this month in a Chilean note to Britain, is that such action would be the 
same as submitting to a third party the decision as to the validity of one's 
own national sovereignty. Britain's original claim to the Falklands was by 
right of discovery in the 18th century (though Spain made the same claim) and 
temporary possession from 1771-74. Occupation by Spain followed until 1810. 
The British claim discovery of Deception Island, which is dependency of the 
Folklands, in 1819. In the years immediately following its independence from 
Spain, the Argentine Republic claimed a ce facto sovereignty over the islands, 
but had the territory wrested from it in 1833 by a British warship on the 
ground that Spain had conceded Britain's right of possession 50 years before 
Argentina had achieved its independence. In 1943, Argentina began to set up 
bases in the Falklands dependencies and again to press claims actively for 
sovereignty over all territory between the country's southern borders and the 
South Pole. The government argues that the mere act of discovery of the 
islands by Britain is not in itself sufficient cause to justify ownership, and 
that the territory was effectively occupied by Argentines earlier than by the 
British. Argentina also repudiates the more substantial British claim to 
title by prescription, or prolonged occupation. The fact that this well- 
established principle would probably be upheld in a Hague decision no doubt 
— Argentina's reluctance to submit the dispute to that international 
court. 


In November 1949, Britain, Argentina and Chile signed an agreement, which 
was renewed in November 1952, to avoid any show of force in the disputed 
territories and to limit Antarctic activities to routine scientific and 
ineteorological investigations. Argentine Foreign Minister Remorino accused 
Britain of having violated this agreement by its February 15 actior on 
Deception Island, especially since the destroyed installations were claimed 
to be dedicated specifically to scientific observations. The British, on the 
other hand, argue that the erection of the installations in January by ‘part of 
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the Argentine armed forces amounted to an armed incursion into British 
territory. Furthermore, the British say that by not accepting its offer to 
submit the question to the Hague Court, Argentina must accept full 
responsibility for any "consequences" of its activities in the disputed 
region. Perhaps the British recall Perdén's statement in April 1951 that "we 
will vindicate our claims by force if necessary" (H.A.R., IV: 5), and the 
incident in February 1952 when an Argentine shore party prevented a British 
group from landing at Hope Bay on the tip of Palmer Peninsula (H.A.R., V: 2). 
At any rate the British have announced that they are building additional 
defense bases in the Falklands to meet the Argentine challenge. 


The Argentines and Chileans say that they reserve the right to air the 
ease before the Organization of American States, since it is alleged that 
Britain violated territory guaranteed against foreign aggression by the 1947 
Rio de Janeiro Mutual Assistance Pact. The British reply that they have 
nothing to do with that organization, and that therefore such an appeal would 
be irrelevant to the case. Argentina also maintains, incidentally, that 
British possession of the islands is a violation of the 1823 Monroe Doctrine 
(H.A.R., III: 10), though the United States has never recognized this claim. 


It is rather curious to note that when the news of the February 15 
incident first leaked out on February 19, high officials of the Argentine 
Foreign Office said, according to a New York Times report, that they hoped 
nothing would be made of the incident since they believed their mission was 
in error and that diplomatic relations with Britain were under enough severe 
strains at this time. There was an effort made by the British and Argentine 
governments to keep the incident unpublicized. 


URUGUAY 


Uruguay remains unable to find a solution to the problem imposed by the 
continued Argentine restrictions on travel and trade across the River Plate. 
It is rumored that the former ambassador to Argentina, Mateo Marqués Castro, 
might be appointed to some newly created embassy. Castro was withdrawn in 
what contituted a break in diplomatic relations (H.A.R., V: 1). 


Argentine political refugees are still fleeing to Uruguay. The most 
dramatic instance this month was the escape of five officers from the penal 
island Martin Garcfa. They managed to swim the three nautical miles 
separating the island from the Uruguayan coast and asked for asylum. 


The Uruguayan Congress is currently considering a national program of 
public works to cost an estimated $60 million. Included in the program is a 
Proposed 87,000-kw. hydroelectric plant on the Rfo Negro, while 50,000 kw. 
are to be added to the Montevideo thermoelectric plant where power distribu- 
PonaPi to be improved. Electric power consumption has doubled in the last 

ecade, 


In foreign trade and foreign exchange, Uruguay's dollar deficit has been 
Practically eliminated. Import requirements for 1953 may be expected to be 
financed with exchange earned from current exports. Earnings should total 
$200 million. Wool sales will earn about 55% of the income, while meat and 
neat by-products, grains, hides and hair will earn most of the rest. Wool is 
moving fairly well, while the country's other basic products are finding a 
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regular market. It is possible that imports from the U.S. will remain 
stationary, since buying of wool has progressively declined in the past few 
years. The peso fluctuated early in the month, but it later settled back to 
normal at 36.5 cents U.S. currency. 


Clodoveo Alcfivar Zeballos, newly appointed Ecuadorean ambassador, 
presented his credentials on February 5 to Andrés Martinez Trueba, President 
of the Uruguayan Government Council. The delegation appointed to represent 
Uruguay at the coronation of Queen Elizabeth will be headed by Foreign 
Minister Pittaluga and will include Appellate Court President César de 
Gregorio. The government has invited Israeli Foreign Minister Moshe Sharett 
to make an official visit in April. 


PARAGYAY 


President Federico Chaves celetrated his 71st birthday on February 15, 
by winning a five-yeer term of office in an election where he was the sole 
presidential candidate. Out of an estimated pooulation of 1,265,000 he 
received 39,98 votes with 798 voters turningin blank ballots. Women are 
not granted suffrage in Paraguay, anda males over 18 are required to vote. The 
Colorado party, which controlled the elections, secured all forty seats in 
the unicameral congress for their cancidates. 


Farlier, in accepting the nomination, President Chaves spoke of the 
progress of the country during his first term in office. He praised the 
current government policy of increasing farm production through the mechaniza- 
tion of agriculture. After declaring Lis stand against Communism, he pointed 
to the cardinal tenets of the Colorado party, namely: spiritual pacification 
throughout the country, reorganization of the Paraguayan economy and finance, 
and social reforms. 


BRAZIL 


A strong current of pro-United States and anti-Communist sentiment 
seemed to stir Brazil this month. The Mutual Defense Pact, ratification of 
which has been blocked by a Communist-Nasionalist alliance for eleven months, 
finally passed the House by a vote of 135 to 39. A law restricting the send- 
ing of troops abroad was passed at the same time. 


Meanwhile, a movement of volunteers for Korea took shape. It is led by 
General Saldanha da Gama, veteran of the Italian campaign, who has appealed 
to Vargas to open volunteer enlistments for an eypeditionary force. The 
movement was supported by retired Chief of Staff Goes Monteiro, who expressed 
regrets at not being unable to enroll because of his health. Would-be 
volunteers were reported to be presenting themselves at Carioca newspaper 
offices to inquire about enlisting. Among prospective recruits was Major 
Araken Torres, an official of the war ministry ani Italian campaign veteran, 


ag declared that if an expeditionary force is organized, he wants to be in 
t. 


There were many new arrests of Communists during the month. Thirty 
members of the armed forces were brought to Rio from Bahia to face courts- 
martial. Others apprehended included a retired General Carnauba, also 
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arrested in Bahia, and a retired Colonel OYfmpio Ferraz de Carvalho. The 
latter, considered one of the key underground leaders in Brazil, was 
reportedly deposed and retired from his position as editor of an important 
army journal when the journal began to show frankly pro-communist tendencies. 
When Belo Horizonte police first arrested him, he escaped in his pajamas, 

only to be re-captured two weeks later at a secret meeting of Communist 
leaders assembled to elect him president of the Belo Horizonte peace movement. 


Two moves on the part of the Communists attracted considerable attention 
during the month. One was the announcement that the Red Dean of Canterbury 
would be called to testify at the in absentia trial of Luis Carlos Prestes. 
The other was that author Jorge Amado, now a resident of Russia, visited 
Brazil twice sub rose for the purpose of bringing instructions from Moscow. 
These were understood to call for a Jewish purge which would eliminate 
Mauricio Grabois, Communist deputy receiving the most votes in the 1945 
elections and member of the general secretariat of the party in Brazil. 


Oswaldo Aranha, recently returned to prominence in Brazilian politics, 
visited Washington and interviewed President Eisenhower and John Foster 
Dulles. Returning to Rio, he expressed confidence that the Eisenhower 
administration would “repair the broken bonds" between the U.S. and Latin 


America. 


Possibly a major factor in the present "era of good feeling" was the 
favorable action taken on the Export-Import Bank commercial loan. Rather 
than just $250 million, as was previously expected (H.A.R., V: 1), the bank 
is extending Brazil a $300 million credit to help cancel dollar debts to U.S. 
exporters. The loan, largest ever made by the Export-Import Bank to a 
foreign government, was hailed by Foreign Minister Neves da Fontoura as a 
demonstretion of the good will and confidence which the U.S. places in 
Brazil, and was at the same time viewed with satisfaction by American 
exporters. Negotiations for the loan have been going on for several months, 
and final action was postponed untii after February 21, when the Free 
Exchange Law became operative. Finance Minister Lafer had wanted the free 
rate to settle before closing the loan application, since the new free rate, 
he felt, would have a bearing on the final amount Brazil would need to 
attain a more-or-less balanced trading position. Despite its current foreign- 
trade debt, estimated by some sources to be as high as $850 million, the loan 
and the new rate should give Brazil another chance to get back into world 
markets. 


The announcement of the three-year credit at 35% annual interest 
forestalled procedure on the lawsuit of a New York exporter, who attached 
assets of the Bank of Brazil held by two New York banks in order to satisfy 
a $2,515 commercial debt. Irate Brazilians, regarding the suit as an affront 
to their national honor, had calmed down by the time the loan was confirmed. 


Liquidation of the Brazilian draft indebtedness should take place 
automatically. In those cases where Brazilian importers have deposited 
cruzeiros in payment for drafts drawn by American shippers and have also 
applied to the Bank of Brazil for dollar exchange, exporters can expect to 
receive payments in chronological order. 


Despite the government's efforts to curb imports during 1952, an 
announcement by the National Statistical Service states that Brazil purchased 
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nearly 34 more goods abroad in the first 11 months of 1952 than in a similar 
period of 1951. Total exports for the same period were valued at 
23,777,870,000 cruzeiros, compared with 34, 785,302,000 cruzeiros' worth of 
imports, leaving an ll-month trade deficit of 11,007,432,000 cruzeiros, or 
about $600 million. Brazil's chief expenditure, the service said, was for 
machinery and other apparatus (29.1%), wheat (19.7%), vehicles and acces-~ 
sories (16.3%), gasoline, chemical products, iron and steel manufactured 
goods, and combustible oils. The U.S. was the largest supplier, followed by 


Germany and then Great Britain. 


Total imports from the U.S. for all of 1952 amounted to $776,060, 303. 
Effects of the government's stringent dollar-saving measures can be 
appreciated by comparing the January 1952 total ($103,090,&98) with the 
December 1952 total ($39,404,422). An even greater decrease is evident in 
the January 1953 imports from the U.S., which totaled $30,685,551. 


The free exchange law, providing for unlimited profits remittance at the 
free rate, within the limits of exchange availability, was expected to solve 
the problem of those companies whose remittances were blocked by Vargas' 

New Year's, 1952, decree (H.A.R., V: 1). Tourists also would benefit from 
the provision which legalizes "manual" operations--sight exchange of moderate 
amounts of money to the bearer. Vargas may still suspend operation of this 


market in an emergency. 


As the free exchange bill became effective, all banks including the 
Bank of Brazil were offering cruzeiros at 18.38 and at 38 to the dollar. In 
the few remaining days of the month the cheaper rate rallied to 36.5 and then 
fell violently to 41. Officials, however, were optimistic about the position 
it would assume as formerly over-priced merchandise began to move and 
commercial payments from the dollar loan were realized. 


The Brazilian government recently issued a list of gravosos (trouble- 
some products), of which exporters may sell part of the dollar proceeds in 
the free market under the new foreign exchange law. Since no item that 
constituted more than 4% of the total value of Brazilian exports in the past 
three years can be included in this arrangement, cotton is not on the list. 
All commodities are subject to the same controls as before, but the new law 
states that exporters may keep 15%, 30%, or 50% of the foreign exchange 
received and change it at the free rate which, at present, is about half the 
official rate. Raw wocl will belong to the 50% class; in the 30% class will 
be hulled rice, potatoes, bananas, shelled Brazil nuts, tanned hides, essence 
of rosewood, tobacco, oranges, cocoa butter, babassu oil, castor oil, cured 
skins, pine lumber, sisal, and cotton textiles; in the 15% class will be 
menthol and sassafras. This measure will allow Brazilian exporters to sell 
such products at lower world market prices than have been possible up to now, 
because they will receive from 15% to 50% more cruzeiros than under the 
official exchange. 


_ the important trade negotiations with Argentina are lagging. Minister 
Joao Alberto is scheduled to leave March 18 for Buenos Aires in an attempt to 
get Brazil's one important debtor to come to terms on vital shipments of wheat 
in payment for the lion's share of the 10 million stems of bananas Brazil 
exported last year along with lumber, oranges, maté, and other commodities. 
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The Bank of Brazil is still faced with the problem of disposing of last 
season's cotton crop. The government had announced that it would by-pass 
exporters and importers to deal directly with consumers on large-scale 
purchases. While the announcement was received with enthusiasm in England, 
most manufacturers had already purchased their season's supply. Of the 
various European countries and Japan which were invited to bid for the 
Brazilian cotton, only France made an offer to buy 3,000 tons and this offer 
contained terms which were not acceptable under Brazilian regulations. The 
plans put forward by the credit department in opposition to the Jafet plan 
must be considered unsuccessful thus far. Negotiations are under way, however, 
on a barter transaction with Great Britain, in which Brazil will trade 15,000 
tons of cotton for 70 British jets. 


On February 19, Brazil signed the Torquay protocol to the general agree- 
ments on tariffs and trade. The tariff schedules, drawn up in Torquay, 
England, go into effect within 30 days after a government's signature. 


Brazil's current supplies of coffee are unusually small. On January 31, 
total supplies were only 7,568,000 bags. Allowing for export 1.3 million 
bags monthly until June 30, the end of the crop year, Brazil will have on 
hand fewer than 1 million bags, including port stocks, which alone are usually 
2 million bags. Brazilians are being warned that they must increase their 
per-unit production or lose markets. Some growers are turning to fertilizers 
in order to increase output. The advent of two new manufacturers and an 
improvement in sulphur supplies is expected to increase production of super- 
phosphate considerably. Plans have been approved for a plant to produce 
sulphur from coal residue in Santa Catarina. Demand for crushed phosphate 
rock, which is being used successfully on coffee, is expected to increase also. 
At present, comparatively little is used compared with the total acreage under 
cultivation--about 350,000 metric tons for an estimated 50 million acres. The 
high cost of fertilizer delivered to the farmer, and the lack of transporta- 
tion have been retarding factors. 


Agricultural Minister Joao Cleophas wants growers in Sao Paulo to adopt 
irrigation. He estimates that Sao Paulo's coffee output could be increased as 
much as 7.5 million bags a year if irrigation were adopted generally. This 
would give Brazil more foreign exchange, or at least help hold the markets. 
Such irrigation would require the purchase of pumps and other equipment from 
abroad, and would cost approximately $40 million, Cleophas estimates. He has 
asked Vargas to place the irrigation problem before the Joint Brazil-U.S. 
Economic Development Commission for study. 


Brazil's Northeast, a region of periodic droughts, has regularly spilled 
its population out into the rest of the country during bad years. Despite 
this, the population has more than doubled since 1900, and overcrowding 
increases the impact of the famines. In the past three years 450,000 north- 
easterners have sought refuge in Sao Paulo alone. The seriousness of the 
present drought was brought vividly to light this month. Destitute farmers 
were eating ants and the inner bark of trees. Mobs of starving backlanders 
raided food stores and trucks. Children roamed the country roads and village 
Streets begging for food and water. One forager, helping himself to the 
product of a small corn patch, stabbed its owner to death when the latter 
discovered and reprimanded him. A father offered his youngest child for sale 
at the price of $5, with which he hoped to buy a little food for the others. 
Authorities estimated that if relief is not forthcoming by mid-March thousands 
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will starve to death. If rain does not fall by the end of March, the region 
will face a fourth year of famine, with unspeakable consequences, possibly 
comparable to the estimated 500,000 dead in the great drought of 1877. 


Accused by the press of negligence in relief work and in irrigation, 
Vargas asserted that his government had already spent 2 billion cruzeiros 
($100 million) for drought relief and public works in the region. Minister of 
Agriculture Joao Cleophas was sent to the region this month to examine means 
of averting disaster; the Red Cross set up a vigorous aid program, and 
Catholic and Protestant drives were being organized in the U.S. for relief to 
the area. The National Catholic Welfare Conference and the Latin American 
Board of Missions of Presbyterians, Methodists, Baptists, Episcopalians, and 
Adventists were all reported to be receiving relief contributions. 


The export agriculture of the region has fallen off. An over-all drop in 
production of vegetable oilseeds is due to failure of babassu and of the 
northeastern cotton crop. Production of the former may be sufficient only for 
the domestic market. Uncrushed cottonseed from last year's record crop may 
make available 20,000 or 30,000 tons of this oil for export. Forecasts for 
oiticica, tucum, and ouricuri for both last year and for 1953 are estimated at 


50% of normal. 


The Vargas administration apparently means business on its transportation 
policy. Important outlays on land, sea, and air transportation were in the 
news this month. According to Air Minister Nero Moura, jet planes, modeled 
after the Dutch type, are to be manufactured at the Galeao plant near Rio. The 
Ministry's recent agreement with Holland provides close cooperation in techni- 
cal details by Dutch engineers. While plans for the new factory are being 
formulated, Brazil is importing jet planes from Great Britain. Four of the 
seventy British Gloster Meteor jet frighters on order have already arrived. 
Panair do Brasil, an affiliate of Pan-American World Airways which is more 
than 50% Brazilian-owned, signed an order for four Mark II Comet airliners to 
be purchased from Britain's de Havilland Aircraft Company. 


Some 750 million cruzeiros of federal funds will be used to improve 
Santos' dock facilities, according to a contract between the National Depart- 
ment of Ports, Rivers, and Canals and the Santos Dock Company. This program 
is an extension of emergency measures taken last year to remedy congested 
harbor conditions. The new, more permanent measures will include building an 
additional 1,500 meters of dock, grain elevators, coal bins, a 60,000 square 
rt warehouse, electric repair shop, and bulk salt unloaders, and dredging 

e bar. 


Brazil's public railroad mileage was announced at 38,845 kilometers, 
while private industrial trackage, chiefly on sugar lands, amounted to an 
additional 3,000 kilometers. 


Rock crushers, ballasting cars, rolling stock, ore bins, and track are to 
receive the bulk of a new $35 million government investment in the Rio Doce 
Valley Company. Capitalization of the company will be raised to more than 
$100 million in order to increase iron ore exports from the 1952 figure of 1.5 
million to 3 million tons within two years. 


Funds totaling $2.5 million have been allocated to the National Mineral 
Production Department for its 1953 operations. Studies will be made toward 
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intensifying mineral production, utilization of water power, and ore process- 
ing operations. At present, the department is cocperating with the U.S. 
Geological Survey in evaluating ore beds in the Minas Gerais "quadrilateral." 


By mid-year the new special steels mill, Acesita, will start producing 
special alloy steels--silicon, tungsten, chrome, and nickel. Production will 
reach 70,000 tons annually by the end of 1954. 


Actual construction of the Peixoto hydroelectric plant on the Rio Grande 
in Sao Paulo State, has just begun. This development is scheduled to double 
the Companhia Paulista de Forga e Luz's present power supply of 91,000 
kilowatts within four years. Eventual capacity of the development is 400,000 
kilowatts. 


A potential new source of electric power is being investigated by a 
commission appointed by Vargas this month. It is believed that the trade 
winds could be harnessed to drive generators which would be interconnected 
with other power systems and serve as auxiliaries and as fuel savers. 


Brazil's cement industry continues to boom. The Pertis cement factory, in 
the state of Sao Paulo, is now engaged in an expansion program which will make 
it the largest plant in the world by 1954. Production will be tripled to 12 
million bags yearly, or nearly half as much as Brazil's total present 
production. Foreign exchange savings will be an estimated $20 million. 


According to official statistics, over 40,000 factories were operating 
in Sao Paulo state last year. Nearly $4 billion worth of goods were produced 
by 700,000 workers. Important expansion and new enterprise will raise these 
figures considerably in 1953. Among the innovations is International 
Harvester's spare-parts factory, which envisages supplying a short market and 
training personnel for eventual manufacture of complete machines. The 
Companhia Meca€nica Itauna has begun manufacture of refrigerated truck bodies, 
a vital enterprise for meat and dairy industries in a near-tropical climate. 
The National Motor Factory, which makes Alfa-Romeo trucks, is reducing the 
number of imported parts and expects to manufacture all parts by 1955. 

D.F. Vasconcelos expects to produce 50,000 cameras yearly in an expansion of 
its precision optical instruments business. 


The new Amazon Valorization Board will blueprint economic development in 
the Amazon region. Activities of the board will be financed by a fund derived 
from 3% of the total revenue of the state and local governments in the Amazon 
area. First attention will be given to enlargement of the Belém and Manaus 
power stations. Stock breeding, agriculture, development of forest resources, 
a transportation system, public health, sanitation, education, and encourage- 
in of mineral exploitation are all within the scope of operation of the 

oard,. 


For the second straight year, Brazil may be blessed with a sizeable 
budget surplus, not because of operating within its budget, but because 
collections exceeded estimated revenues far more than expenditures exceeded 
the original budget. Collections are believed to have amounted to 31 billion 
cCruzeiros compared with 25.5 billions expected, while expenditures amounted to 
28 billions compared with an estimated 25.4 billions. The surplus is estimated 
at 3 billion cruzeiros compared with a forecasted 100 million. Income tax 
revenues, up 100% since 1950, amounted to 10 billion cruzeiros and accounted 
for the difference. 


_ 


The budget for the current year is set at 34 billion cruzeiros and calls 
for a surplus of 290 million. Largest items on the list were finance, 6.5 
pillion, and transportation and public works, 6.48 billion. Among other 
items were 3.7 billion for health and education, 1.8 billion to the ministry 
of agriculture, 1.7 billion to the SALTE plan, 574 million for the National 
Petroleum Council, and 272.5 million to the Sao Francisco Valley development 


commission. 


It was announced that President Odria of Peru had accepted an invita- 
tion to visit Brazil. Because of the internal situation, Vargas was obliged 
to turn down, for the present, an invitation to go to Bolivia. Foreign 
Minister Neves da Fontoura will respond to an invitation to visit Uruguay. 
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